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lan Gregory
Company Secretary
Cell Aquacuiture Lid

About Cell Aquaculture

Cell Aquacuiture fisted on the Australian Stock Exchange in July 2005 to supply a full range of
environmentally sustainable, vertically integrated seafood services — encompassing everything
from ‘Hatch to Dispatch’. Since listing, the company has established hatchery operations and
significant manufacturing capability to produce its proprietary Cell™ equipment.

Further to established production at Cell's Fremantle based headquanters, the company has
successfully built its first European praduction facilities in the Netherands, is completing a
production facility in the United States and has recently entered an agreement to establish large-
scale production in Asia. Cell aims to be a giobai company involved in all aspects of the preduction
and sale of quality high end priced seafood, produced economically on the market's doorstep.

ENDS

For further information contact:

Robert Sewell, Chairman, on +61 (0) 418 947 416,

Geoff Wilton, Managing Director, on +61 (0) 412 010177, or

www.cellaqua.com

CELL AQUACULTURE LTH. ABN 86091 687 740
66 Bennett Avenue, Hamilton 1ill, Western Ausiralia, 6163
P.0O. Box 251, South Fremanile, Weslern Australia, 6162
Telephone: +61 8 9336 7122 Fax: +61 8 9336 7111
E-mail: infogdcellaguz.com Website: www.ccllagua.com
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Estabhshed in-house’ manufacturing facnluues tQ fabrlcate ali
propnetary Cell™ componenrs ' . -

25 My

Llsted an the Austnlllan Smck Exchange "~ e B

.‘_28 Ju Iy
.. - Entered European Joint Venture to establish production facilities
- inthe Netherlands :

g August

Sale and lease back of Hamilton Hill site

13 De-cembo

Appointed Mr Robert Sewell as company Chairman

8 February

Entered United States Joint Venture (Delta Aquaculture
Services) and made acquisition of ‘multi-species’ hatchery and
pend stocking businass

/ March
Commissioning of nursery systems in the Netherlands and
successful shipping of first batches of Barramundi fingerlings

3 April
Securing of 6,000m? premises (with option to purchase) in the
United States to develop initial production facilities and offer

.. expansion opportunities

- 30 May

.. ‘Produced first Barramundi fingerlings from the company’s
- " Queensiand based hatchery

C"’ o
3 June
Appomted Mr Geoffrey Leding Wilton as new Managing

" Director, -

29 june

" Nursery systems commissioned in the United States ready for
.. receipt of firse Barramundi finglings,
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Chalrman’s Report
Dear valued sharehoider,

On behalf of the Board of Directors and employees of Cell
Aquacutwre Ltd {Cell). | have pleasure in reporting on the
strong progress made by the company in our first year as an
A S.X. listed public company.

Following almost a decade of development, Cell has spent

the past twelve months actively marketing and internationally
establishing our unique vertically integrated "Hatch to
Dispatch’ production facility, which offers to produce
sustainable, premium quality seafood on the doorstep of major
world target markets.

In line with Cell's international expansion strategy, 2 major
objective post-listing on the A.S.X_, was to establish a
number of 'Display Facilities’ in lucrative key target markets
to demonstrate our busiress made! and production precess
- these display facilities then provide the catalyst for further
sales of our systems, to increase revenue opportunities in
those markets.

{ am pleased to advise that, further to expanding production

facilities at the Fremantle based headquarters, the company "
has now established operational European production facilities

in the Netherlands and through its associated United States
company Delta Aquaculture Services, Cell is in the final stages

of completing a production facility in the State of Mississippl.

Cell successfully shipped its first batch of fingerlings to the
_ .. European facility in March 06 and 10 the LS. facility in june.
_Regular batches of fingerlings are now being shipped from our

e ‘.:Queensland based hatchery, to both facilities to enable them - '

- to reach full stocking capacity. The successful commissioning
- of the production plants and shipment of fingerlings represent
" -._the achievement of two significant milestones for Cell.

-~

The next significant milestone for the company Is to achieve

.. -fish sales into the European and U.5. markets, from these

production facilities. Sample batches are being introduced to

* the EU market from the Netherlands facility, with consistent =~

_sales expected to commence in November/December 2006

. “and reach full production by mid 2007. Full consistent output

is expected from the U.3. facility also by mid 2007. With the

. satisfactory progress that Cell has achieved with the off-share
facilities, the company is assessing expansion opportunities in ..

both the European and U.S. markets.

In line with the Cell’s international strategy, the company is
well advanced in assessing a number expansion opportunities
into Asia. itis the company's objective to target the lucrative,
high-end premium Asian and South East Asian markets such as
Japan, Hong Kong and Singapore.

In order for Cell to have a truly verdcally integrated 'Hatch to
Dispateh’ offering, another major objective was to establish
Hatchery and manufacturing capabilities, Since listing, Cell
has established two hatchery operations - the firstis a
wholly owned barramundi hatchery developed at James
Cook University (JCU) in Townsville, Queensland and the
second is a commercial ‘multi-species’ hatchery acquisition

in the United States through its joint venture with Delta
Aguaculture Services, which provides a solid foundation for
future growth. Superior hatchery development effectively
provides ‘the engine room’ for Cell's international expansion.
Cell has developed ‘in-house’ manufacturing capabilities to
produce all its proprietary Cell™ components — this ensures
a high level of guality control is maintained for all equipment
bearing the *Cell’ brand.

As the company evolves into a global player, the Board
embarked on a full organisational review of the Board

and Management, conducted by Perth based management
consultants. The review recommended that a new Managing
Director be sought to develop and drive the next stages

of the company’s strategic plan. In June 2006, we were
pleased to appoint Mr.Geoffrey Leding-Wilton as Cell
Aquaculture’s new Manmaging Direccor. Mr Wilton pessesses
a wealth of international seafood and agribusiness expertise
and is extremely well suited and qualified to drive the next
major stages of Cell's development into global markets.
Mr.Perryman Leach the company founder and former
Managing Director remains on the board of Cell as a Non
Executive Director.

The transition from a private company to a public company
and then picneering the international development of

r"; our 'Hatch 1o Dispatch’ afferings has seen Cell face many

challenges in the past twelve months. Hurricane Karrina

"“in the US had a disruptive impact on our U.S. hatchery

and pond stocking operations. and distance and European
regulations has caused some minor delays in Holland. Despite
such challenges, we befieve we have achieved a great deal in
the past financial year and a clear focus on cost reduction,

" risk mitigation and strong strategic planning, through a

professionally based planning process, invalving Board and

. - mmanagement, sees the company now very well pesitioned

to work towards its vision to become ‘o global feader in the
provision of sustainable equacultire’,

.. Ithas been a very busy twelve months for the company and
~ | wish to thank my fellow board members, our management
.and scaff and importantly, our shareholders, for their
. continued support in allowing Cell to realise such very
. exciting opportunities, . We look forward zo a year ahead of
 substantial growth for the company. -

Cell Aquacuiture Ltd

Robert Sewelt AM, FAICD
Chairman
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The directors present eheir report together with

the financial report of Cell Aguaculture Limited for

the finzncial year ended 3 june 2006,

B S A
Cirectors
The names of the directors in office at any time during or
since the end of the financial year are:

Robert lan Stanhope Sewell (Appointed 12 December 2005)
Geoffrey Neil Leding Wilton {Appointed 6 June 20068)
Perryman James Leach

Peter Joseph Burns

David Richard Thamas

Rocly de Nys {Appointed 23 January 2006)

Quenton Harold Leach (Appointed alternate director for
Perryman Leach on 2 September 2005)

Peter Gerard Burns (Appointed akernate director for Peter
) Burns on 29 September 2005)

Edwin Leith Boyd (Resigned 2| October 200%5)
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Pobert Seweall A :
Chairman, independent, non-executive director
FAICD

NS
L4

Appointed a director and chairman on 12 December 2005,

Mr Sewell is a grain farmer from Wongan Hills in Western
Australia.

After finishing his education at Hale School in Perth. he
returned to the family farm to commence a career in
agriculture and at the same time, representing farmers at a
State and National level through serving as Chairman of a
number of Agricultural Industry bodies.

Having become a Board member of the Grain Pool of WA

in 1978, he represented the company on numerous overseas
marketing missions to countries in Asia, Europe and South
America.

Mr Sewell was elected to the position of Chairman of the
Grain Pool in August 1992 and was instrumental in bringing




about a merger with Co-operative Bulk Handling in 2002. He
was elected to the position of Chairman of the merger entity
in April 2004 and served |8 months in that position. He
continues as a Director of the CBH Group of companies.

He was awarded a Centenary Medal by the Commonwealth
Government in April 2003 for services to the Grain Pool and
the Community.

Mr Sewell was further recognised when he was awarded

the Member of the Order of Australia (AM) in the Queen’s
Birthday Honour's List 14" June 2004 for services to the grain
industry and International Marketing.

Ha is 2 Fellow of the Australian institute of Company Directors
and galned an advanced diploma from the Institute in July 2003,

He is a member of the Audit Committee and the Remuneration
Committee,

Mr Sewell has not held directorships in any listed companies
during the past three financial years.

Geoffrey Leding Witton {age 48}
Managing Durector, non- mdependent executive director
BSc Agric

Appointed a director and managing director on 6 June, 2006.

Mr Wilten has previously worked in executive management
positions for Inghams Enterprises, the Sumich Group, Grace
Worldwide and TNT Express in Australia, Asia, Africa, the
Middle East, Europe, Japan and South America.

In the capacity of a national general manager role he oversaw
the world's largest logistics contract for distribution of tickets
to the Sydney 2000 Olympic Games.

He is a specialist in developing new market options and building . o

shareholder wealth through international project management
in the fast moving consumer goods Ioglstics and intensive '
anima) industries. R :

Mr Wilten has not held dlrectorshlps in any Elsted compames

during the past rhree ﬁnanclal years

Parrvman | cach (acff: 65Y
Non-independent, non- executlve dlrector
M.LE. Aust. :

Appointed a director 7 March, 2000. - S

Mr Leach, the creator of the Eco-Cell™ system, obtained an
engineering Associateship of The Gordon Instizute of Geelong.
-.He transferred to YVestern Australia in 1970 to assist in the
. astablishment of a mational consultancy firm specialising in
~ project feasibility assessments and project management. He
"~ obtained his builders’ registration licence in 1972.

" Mr Leach started the project and construction management

. --eompany, Co-Struct Pty Ltd, in 1978 and has cantrolled

projects with a total value in excess of $100 miilion.

'_ in a rapidly expanding feed mill in WA._ '

Many of Mr Leach’s projects have been in the food chain,
including intensive farming threugh to abattoirs, small
goods and processing factories, chiller and freezer works.
He has also been involved in the development of poliution
control equipment. Al of these projects have been
successful and have required high levels of innovation and
commitrnent.

Mr Leach became involved in agquaculwre in 1997, when

he commenced three years of intensive research in the
field, with particular emphasis on the development and
refinement of recirculating systems. He has travelled to
Europe and Americta to investigate the latest developments
in land farming for commercial aquaculture.

Mr Leach has not held directorships in any listed companies
during the past three financial years.

D David Richard Thomas {age 60}
Independent, non-executive director
BSc Agric (Hon}, Ph.D

Appeinted a director on 7 April. 2000 and re-elected at
the Annual General Meeting held on 21 December, 2004.

Dr Thomas completed a Bachelor of Agricultural Science
with Henours at UYWA followed by a Doctorate of
Philosophy. He is a Gold Member of the Bread Research
Institute and a2 member of the Australian nstitute of
Agricultural Science, Australian Grain Institute and the
MNutritional Society of Australia. He has alsc undertaken
courses in Human Relations, a post Doctorate Certificate
of Management, Strategic Planning, A.l.M. Financial
Management, internal Audltor Training, and Food Safety
Auditor Trannlng -

Dr Thomas commenced wark in 1967 in the feed industry
where his responsibilities included the development and
design of a new feed mill. In 1977 he became Grains

- -Manager/Chemist in control of purchasing raw ingredients
- for the flour mill and its associated clients.

. In 1990 he took on the role of Chief Chemist and Quality
- "Assurance Manager for the mill, faboratory and test bakery.

These responsibilities required him to travel overseas and

evaluate markets for flour and assoclated products. In

1998 he managed the implementation of a quality system
throughout the company, and cbrained AS/NZS ISO

. 9002: 1994 and HACCP IS0 9002:1994 accreditation. -
" Subsequently he has gained HMACCP Certification in some |

fourteen businesses around Australia. Further, he has .
reviewed and overseen the implementation of FeedSafe™

Dr Thomas has baen instrumental in the dcvelopment of
specific feed diets for Lhe Eco- Ce!l"“ system o :

He is Chairman of the Audit Committee.,

Dr Thomas has not held directorships in any listed
companies during the past three financial years.




P Burns {age OB
Non-independent, non-executive director
FCMI

Appointed a director on 28 November, 2001 and re-elected
at the Annual General Meeting held on 30 November, 2005.

Mr Burns is a Fellow of the Chartered Management Institute
{London) and brings to the Company a comprehensive range
of local and international sales and marketing expertise,

He migrated from Northern Ireland to Perth in 1987. While
in Northern Ireland, he studied City and Guild Levels of
Building and worked for two large consuruction and civil
engineering companies as a Senior Project Planner, Later

he moved to Dublin where he started his own marketing
company, which he ran for the next fourteen years before
migrating to Perth.

in 1988 Mr Burns owned and developed a $12 mitlion forty-
four unit luxury apartment development on the beach front
at Scarborough, known as “Sandeasties on Searborough™.

In 1932 Mr Burns was the founding member and major
sharcholder of the Fremantle Brewing Company, which he
maintained until 1994,

Since 1994 Mr Burns has concentrated his marketing
energies and expertise on real estate and property
development and ia 2005/2006 handled in excess of $100
million worth of properties.

He is Chairman of the Remuneration Commiciee.

Mr Burns has not held directorships in any listed companies
during the past three financial years.

D Rocky de Nys {age
Independent, non-executive director
PhD, GdipMgt, MRACI, CChem

> 423

Appointed a director on 23 January 2006,

Professor de Nys is a marine biclogist and cne of the
world's foremost authorities on aquaculture. He leads
the internationally recognised aquaculture research
and development facility at james Cook University in
Queensiand.

Professor de Nys is also a director of Intage Pry Lud, a
Melbourne based freshwater and marine aquaculture and

marine biotechnology company, which has been consulting -~

to Cell Aquaculture for several years,

He has successfully led and supervised complex team based
research programs in aquaculture and marine biotechnology.
resulting in five international patents and over 70 )
internationally peer reviewed scientific publications.

Professor de Nys has not held directorships in any listed 7

companies during the past three financial years. -~

-, 1. s
g vty

Quenton Leac |
Alternate, non-independent, executive director
Operations Manager

Appointed alternate directer for Perryman Leach on 2
September 1005.

Mr Leach joined the Company in the initial stages of
development. He has completed appropriate business
and aquaculture studies and has had significant input inta
the final design and operation of the system. His hands-on
approach has advanced the Company's operations and the
Eco-Cell™ technologies.

Mr Leach has not held directerships in any listed companies
during the past three financial years.

Peter (5 Burng )
Alternate, non-independent, executive director
B Bus, AIMM, AMAMI

Marketing Manager

Appointed alternate director for Peter | Burns on 2%
September 2005,

Mr Burns has a Bachelor of Business degree with a double
major in marketing and management. He has held senior
management and marketing positions at state and national
levels and prior 1o joining Cell Aguaculture, had his own
business which he subsequently sold to a large multi-
national company. He brings management, marketing and
business development skills 1o the Cempany.

Mr Burns has not held directorships in any listed companies
during the past three financial years.

Melan B Gz’ego;'y
Company Secretary

Mr lan E Gregory has a Bachelor of Business from Curtin
University and is a fellow of Chartered Secretaries Australia.

He is also a fellow of CPA Australia and a member of the

- Australian Institute of Company Directors. Mr Gregory was- -~
" appointed in 2005 and has over 25 years experience in the - -
"I provisian of company secretarial and business administration

services in a variety of industries, including exploration, min-

_ ing, mineral processing, oil and gas, banking and insurance,

e




Annual Report 2006

Principal Activities

The principal activitics of the company during the tinancial year were: Development,
Commercialisation & Marketing Technology relating to aquaculture farming.

No signiticant change in the nature of these activities occurred during the year.

The net loss after providing for income tax amounted to $348,829 (2005 — Loss $939,323),

Dividends Paid or Recommended
No dividends were paid during the year and no recommendation is made as to dividends.

Operating and Financial Review

The operating result for the year ended 30 June 2006 is:

Financial Year  Financial Year

2006 2005
Revenue $983.559 $70,747
Net Income/(L.oss) ($348.829) ($939,323)
Basic earnings/(loss) per share {0.32) (1.08)

Sales Sutnmary: Revenue has been derived from a number of sources including: Sales of
proprietary equipment to joint venture operations, receipt of licensing income, sales of
fingerlings (baby Barramundi) from the company owned hatchery and sales of market size
Barramundi from the company’s Fremantle production facilities.

The company expects sales revenue to increase as production comes ‘on-stream” from the
European and U.S. production facilities in the near future.

United States Operations: [n December 2005 the company acquired a 50 percent interest in
Delta Aquaculture Services, LLC a Nevada based company. who own a multi species
hatchery and pond management business in Mississippi. A total investment of $766.138 has
been made by Cell to date with these proceeds being used to purchase the business assets,
further develop the hatchery operations (including pond stocking) and the construction of a
barramundi grow out facility.

While the establishment of the Cell grow out facility is on track tor completion by the end of
this year, there have been problems experienced in the existing hatchery and pond
management businesses. Hurricane Katrina impacted this part of the business, however,
imanagement are now starting to meet the re emerging demand for their services.

When the initial investiment was made it was expected that there would be a positive cash
flow that would help fund the business until the Cell grow out system was producing and
selling fish. The company has taken 8 conservative approach by writing off all expenditure
incurred in establishing the operation.

Cell Aquaculture Ltd 9
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The investment in the United States is seen as a launching pad for greater expansion through
the instaliation of additional production capacity on the current site and other key American
markets.

Europeanr Expansion: On July 25 2005 Cell signed a heads of agreement with its Dutch
partner to establish a 50 percent share in Cell Aquaculture Netherlands B.V. Subsequent to
this an investment of $81.367 and a loan of $939.087 was made with these funds being put
towards the licensing, installation and commissioning of a barramundi grow out system,

The company has expended significant time and financial resources in meeting the EU
compliance and licensing requirements for the Holland facility. These are now in place with
the system stocked with barramundi and the first harvests expected in December 2006,
Further expansion options are currently being assessed.

Hatchery Development: One of the most critical factors in Cell's international development
was the establishment of a reliable and consistent supply of high quality fingerlings (baby
fish). Since listing, Cell has developed a company owned barramundi hatchery at James
Cook University (JCU) in Townsville, Queensland and is shipping batches of high guality
stock to the Fremantle, Eurcpean and U.S. production fagilitics.

As the internal requirements for fingerlings grows the JCL) hatchery is now reaching full
production and will be capable of servicing the growing domestic and international fingerling
market.

Manufacturing Capability: Cell has now established company owned
manufacturing/fabrication facilities in Perth to produce all the company’s major proprietary
filtration components and other equipment. The company owned manufacturing facility

ensures a consistent high level of production quality for all equipment bearing the *Cell”
brand.

Future Expansion: Following the successtul establishment of Cell's first international
production facilities and proving of the *Hatch to Dispatch’ business model, the company is
putting in place a focused and accountable management structure to drive the vision and meet
the company’s expansion targets in Europe, United States and Asia.

Cell Aquaculture Ltd 10
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Significant Changes in State of Affairs
The following significant changes occurred during the financial year:

i.  lssue of Shares
Pursuant to a prospectus dated 22 April 2005, the Company raised $5,201,400 under its
initial public offering through the issue on 18 July 2005 of 26,007,000 shares at $0.20
cach. The Company commenced trading on the Australian Stock Exchange on 25 July
2005.

2. Sale and Leaseback of Land at 66 Bennett Avenue, Hamilton 1l
On 7 November 2005 the company settled on the sale of land and buildings at 66
Bennett Avenue. Hamilton Hill for $2.600.000, resulting in a profit on sale of
$1.899,693. The company has entered into a lease agreement with the purchaser in
respect of the land for a period of three years with the option of two further one year
extensions.

After Bulunce Date Events

No matters or circumstances have arisen since the end of the financial year which
significantly affected or may significantly affect the operations of the company, the results of
those operations, or the state of affairs of the company in future financial years.

Futare Developments

Likely developments in the operations of the Company and the expected resulis of those
operations in future financial years have not been included in this report, as the inclusion of’
such information is likely to result in unreasonable prejudice to the Company.

Adoption of Australian Equivalents to IFRS

As a result of the introduction of Australian equivalents to International Financial Reporting
Standards (IFRS), the group’s financial report has been prepared in accordance with those
Standards. A reconciliation of adjustments arising on the transition to [FRS is included on
Note 235 to this report.

Environmental Issues
The Company's operations are not regulated by any significant environmental regulations
under a law of the Commonwealth or of a State or Territory.
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Meetings of Directors

The numbers of meetings of the Company's board of directors and of each board committee
held during the year ended 30 June 2006, and the numbers of meetings attended by cach
director were:

Remuneration -
Audit Committee Committee
Directors Meetings Meetings Meetings

A B A B A B

EL Boyd ] 1 1 1 * *
Pl Leach 11 11 * * * *
PJ Burns 10 11 * * 1 1
DR Thomas 11 11 4 4 * *
RIS Sewell S 8 2 3 1 ]
R De Nys 7 7 * * * ®
GNL Wilton 1 i * * * *

Notes
A ~ Number of meetings attended.
B - Number of meetings held during the time the director held office during the year.
* . Not a member of the committee
Share Options

Shares under Option
Unissued ordinary shares of Cell Aguaculture Limited under option at the date of this report
are as follows:

Date options issued Expiry date Exercise price of Number under
options option

| March 2005 | March 2008 $0.20 3,500,000
20 July 2005 20 July 2008 $0.35 3.000,000

6.500.000

No option holder has any right under the options to participate in any other share issue of the
Company or any other entity.
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Directors’ Share and Option holdings
As at the date of this report the interests of the directors in the shares and options of the
Company were:

Director Ordinary Shares Options over
Ordinary Shares
R 1S Sewell 10.000 -
G N L Wilton - -
P J Leach 17,070,001 -
P J Burns 9.176.668 1,000,000
D R Thomas 1.480.000 1,000,000
R de Nys - -
Q H Leach (Alternate) 500.000 -
P G Burns {Alternate) 2.198.450 -
E L Boyd* - 1,000,000

* Resigned as a director on 21 October 2005

On 20 July 2005 each ot Messrs PP J Burns, D R Thomas and E L Boyd were issued 1,000,000
Options to subscribe for shares at an exercise price of 35 cents each on or before 20 July
2008.

Remurneration Report
This report describes the remuneration arrangements for directors and other key management
personnel of the Company.

{a} Remuneration policy (Audited)

One of the committees of the board is the remuneration committee. In respect of
remuneration, the committee:

e makes recommendations to the board in relation to remuneration of non-executive
directors,

e establishes, reviews and recommends remuneration terms and the performance of the
managing director, and

e reviews and recommends remuneration arrangements for key executives.

The Board of Directors, with the assistance of the Remuneration Committee, is responsible for
determining and reviewing compensation arrangements for the directors and the executive
team. The board assesses the appropriateness of the nature and amount of emoluments of such
officers on a periodic basis by reference 1o relevant employment market conditions with the
overall objective of ensuring maximum stakeholder benefit from the retention of a high quality
hoard and executive team.

All executives receive a base salary (which is based on factors such as length of service and
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experience) and superannuation. The board reviews executive packages annually by reference
to the economic entity’s performance, executive performance and comparable information from
industry sectors and other listed companies in similar industries. The board may exercise
discretion in relation to approving incentives, bonuses and options. The policy is designed to
attract the highest calibre of executives and reward them for performance that results in Jong-
term growth in shareholder wealth.

The executive dircctors and executives receive a superannuation guaraniee contribution
required by the government, which is currently 9%, and do not receive any other retirement
benefits. All remuneration paid to directors and executives is valued at the cost to the company
and expensed. Options are valued using the Black-Schofes methodology. The board policy is
1o remunerate non-executive directors at market rates for comparable companies for time,
commitment and responsibilities. The board determines payments to the non-executive
directors and reviews their remuneration annually, based on market practice, duties and
accountability. Independent external advice is sought when required. The maximum aggregate
amount of fees that can be paid to non-executive directors is subject 1o approval by shareholders
at the Annual General Meeting (currently $200,000). Fees for non-executive directors are not
linked to the performance of the economic entity.

() Compensation of Key Management Personnel (Audited)

The emoluments for each director and key management personnel of the Company are as
follows:

Year ended Short-Term Post Share-Based Total
30 employment Payments
June 2006 Salary &  Consuliing  Superammuation  Options Shares
Fees
Directors
RIS Sewell 20,000 - 1,800 - - 21,800
GNL Wilton 19.731 - 1.776 - - 21,507
PJ Leach 144,231 30.749 12,981 - - 187961
PJ Burns 36,667 - 3,300 - - 39.967
DR Thomas 36,667 - 3.300 - - 399567
R de Nys 16,667 - 1,500 - - 18,167
EL Boyd 10,000 72.723 900 - - 83,623
Other key
management
personnel
PG Bumns 110,692 - 9,006 - - 115,698
QH Leach 104,492 9.317 8,395 - - 122204
499,147 112,789 42,958 - - 634,894
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Year ended Short-Term Post Share-Based Total
30 employment Payments
June 2003 Salary & Consulting  Superannuation  Options  Shares
Fees
Directors
PJ Leach - 142,964 - - - 142964
P} Burns - - - 37.500 - 37.500
DR Thomas - 25,866 - 37.500 - 03,366
EL Bovd - 30,250 - 37.500 - 67,750
IC Rowe 5,693 - 512 - - 6,205
Other key
management
personnel
PG Burns 81,000 - 7,339 - 53,000 141,339
QH Leach 25.602 64,933 2,331 - - 92886
112,295 264.033 10,182 112.500 53,000 532,010

fc) Service Agreements (Audited)

Remuneration and other terms of employment for the Managing Director, GNL Wilton, are
formalised in a service agreement. Major provisions ol this agreement are set out below.

¢ Term of agreement — 3 Years commencing § June 20006,
Remuneration is $285.000 per annum plus siatutory superannuation.
With respect to the terms of termination, afier six months either party must give one
month’s notice or payment in licu thereof, thereafter up to two years cither party must
give three month’s notice or payment in lieu thereof and between two and three years
either party must give three month’s notice or payment in lieu thereof.

No written agreements currently exist for other Directors and other Key Management
Personnel. There is generally 1 month notice of termination required, and salaries and fees
are generally reviewed annually by the board. Written agreements are currently being
formalised.

{dd} Performance Income as a proportion of total compensation (Audited)

No performance based bonuses have been paid to key management personnel during the
financial year.

(e) Share-Based Payment

For details of share based payments to Directors and key management personnel, refer to
Note 26.

Indemnification of Officers and Auditors
During the financial year, the Company paid a premium in respect ot a contract of insurance
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insuring the directors and officers of the Company against certain liabilities specified in the
contract. The contract prohibits disclosure of the nature of the liabilities insured and the
amount of the premium.

The Company has not otherwise, during or since the financial year, indemnified or agreed to
indemnify an officer or auditor of the Company against a fiability incurred as such an officer
or auditor.

Non-Audit Services

The directors are satisfied that the provision of non-audit services, during the vear, by the
auditor or a related practice of the auditor is compatible with the general standard of
independence for auditors imposed by the Corporations Act 2001,

The directors are also satisfied that the provision of non-audit services by the auditor, as set
out in note 22 to the financial statements, did not compromise the auditor independence
requirements of the Corporations Act 2001 for the following reasons:

¢ All non-audit services have been reviewed by the audit committee to ensure they do
not impact the impartiality and objectivity of the auditor, and

» None of the services undermine the general principles relating to auditor's
independence as set out in Professional Statement F1.

A copy of the auditor’s independence declaration as required under section 307C of the
Corporations Act 2001 is included in this Financial Report.

Details of amounts paid or payabie to the auditor, Horwath Audit {WA) P/L, for audit and
non-audit services provided during the year are set out in note 22 to the financial statements.

Proceedings on Behalf of the Company

No person has applied for leave of Court 1o bring proceedings on behalf of the Company or
intervene in any proceedings to which the Company is party for the purpose of taking
responsibility on behalf of the Company for alt or part of those proceedings.

The Company was not a party 1o any such proceedings during the year.

Signed in accordance with a resolution of the Board of Directors:

Geofirey Leding Wilton
DIRECTOR

Dated at Perth this 20th day of September, 2006.
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Horwath Audit (WA} Pty Ltd
ABN 79 112 284 7B7
Chartered Accountants

A member of Horwath International
29 September 2006 128 Hay Street Sublaco WA 6008
PO Box 700 West Perth WA 6872

Email harwath@perth horwath com.au
Private and Confidential Telephone (08) 9380 8400
Facsimile {08) 8380 8489

The Board of Directors
Cell Aguaculture Lid
66 Bennetlt Avenue
Harnilton Hill

. WA 6163

AUDITOR’S INDEPENDENCE DECLARATION

This declaration is made in connection with my audit of the financial report of Cell
Aquaculture Limited for the year ended 30 June 20086 and in accordance with the provisions
af the Corporations Act 2001.

As lead auditor | declare that, 10 the best of my knowledge and belief, there have been:

« No contravertions of the auditor independence requiremnenis of the Corporations
Act 2001 in relation to this audit;

+ No contraventions of the Code of Professional Conduct of the Institute of
Chariered Accountants in Australia in relation to this audit.

Yours sincerely
HORWATH AUDIT (WA) PTY LTD

A G BEVAN
Birector

Mol it i Pox Lt covdng o iy practier Dadepeszderisiv al ol oudves Firows of e barsered acesanziness wiio aee ownsices of Hovswotk beternatizenl e dianeikio
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Horwath Audit {(WA) Pty Ltd
ABN 79 112 284 787
Chartered Accountants

A member of Horwath International
128 Hay Street Subiaco WA 6008
PO Box 700 West Perth WA 6872
Emaif horwath@perth.horwath.com.au

Telephone (08} 9380 8400

Independent audit report on the financial report to Facsimile (08) 9380 8499

members of Cell Aquaculture Limited.

We have audited the accompanying financial report of Cell Aquaculiure Limited {the company) for
the year ended 30 June 2006. The financial report comprises the balance sheet al 30 June 2006,
and the income statement, slatement of changes in equity, cash flow statement, summary of
significant accounting policies and other explanatory notes, and the direclors' declaralion for the
year then ended.

Wa have also audited the information about the remuneration of directors and executives
(“‘remuneration disclosures"), the company has disclosed in accordance with Accounting Standard
AASB 124 Related Party Disclosures, under the heading “remuneration report” on pages 13 to 15
of the directors’ report, as permitted by the Corporations Regulations 2001.

Directors’ Responsibility for the Financial Report and the AASB 124 Remuneration
Disclosures Contained in the Directors’ Report

The directors of the company are responsible for the preparation and fair presentation of the
financial report in accordance with Accounting Standards in Australia and the Corporations Act
2001. This responsibility includes: designing, implementing and mainlaining internal control
relevant to the preparation and fair presentation of the financial report that is free from material
missiatemnent, whether due 1o fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

The directars of the company are also responsible for the remuneration disclosures contained in
the directors' report.

Auditor’'s Responsibility

Our responsibility is to express an opinion on the financial report and the remuneration disclosure
based on our audit. We conducted our audit in accordance with Auditing Standards in Austraiia.
Those standards require that we comply with relevant ethical requirements relating to audit
engagements and plan and perform the audit to obtain reasonable assurance whether the financial
report is free from material misstalement. Qur responsibility is also fo express an opinion on the
remuneration disclosures contained in the directors’ report based on our audit.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report and the remuneration disclosures contained in the direclors'
reporl. The procedures selected depend on the audilor's judgment, including the assessment of
the risks of malerial misstatement of the financial report and the remuneration disclosures
contained in the directors report, whether due to fraud or error. In making those risk assessments,
the auditor considers internal controls relevant to the entity's preparation and fair presentation of
the financial report and the remuneration disclosures contained in the directors report in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal controfs. An audil also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimales made by the direclors, as well as evaluating the overall presentation of the financial
report and the remuneralion disclosures contained in the directors report.

Horwoth! Avot (WA Py £20 conduci® 48 pragive adpiwnienily of of ofhes inns of chattaivd SccouBanls who we mwitbors of Hutwoll: lriscasfionnt i Acstrals
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Independence

We are independent of the company and have met the independence requirements of Austrafian
professional ethical pronouncements and the Corporations Act 2001. We have given to the
directors of the company a written Auditors’ Independence Declaration, a copy of which is included
in the Directors’ Reporl. In addition to our audit of the financial statements, we were engaged lo
undertake the services disclosed in the notes to the financial statements. The provision of these
services has not impaired our independence.

Auditor’s Opinion on the Financial Report

In our opinion:

The financial reports of Cell Aquaculture Limited are in accordance with the Corporations Act
2001, including:

{a) giving a true and fair view of the company's financial position as at 30 June 2006 and of
its performance for the year ended on that date; and

(b) complying with Accounting Standards in Australia including the Australian Accounting
Interpretations and the Corporations Regulations 2001.

Auditor’s Opinion on the AASB 124 Remuneration Disclosures Contained in the Directors’
Report

In our opinion the remuneration disclosures that are contained in pages 13 to 15 of the directors’
report comply with Accounting Standard AASB 124,

Dated the 29" day of September 2006.

HORWATH AUDIT (WA) PTYLTD

A G BEVAN
Director

19




Annual Report 2006

Shareholder Information

As at 6 October 2006

1 Number of Shareholders

There were 707 sharchoiders and 4 option holders.

2 Distribution of Ordinary Shareholdings

No. of Y of No. of % of
Holders Holders Shares Shares
| - 1,000 2 28 743
1,001 - 5,000 169 1542 363,303 31
5,001 - 10,000 138 19.52 1,249,223 1.06
10,001 - 100,000 328 46.39 12,886,858 10.85
100,001 and over 130 18.39 104,216,479 87.78
a) TOTALS 707 100,00 118,716,606 100.00
3 Twenty Largest Ordinary Shareheldings
Name Fully Paid Yo
Shares Held
JARQ HOLDINGS PTY LTD <P J LEACH 17,070,001 14.38
FAMILY A/C
MR BRIAN FEATHERBY 9.429,000 7.94
MR PETER JOSEPH BURNS 9,176,668 7.73
HYFLASH IHOLDINGS PTY LTD <THE 6.855,460 5.78
CLINTON INVESTMENT A/C>
MR JOHN OAKLEY CLINTON <CLINTON 3,020,873 2.55
TRADING A/C>
MR ROSS WILLIAM FORD & MRS RUTH 2.785.759 2.35
ELIZABETH FORD
DOVE NOMINEES PTY LTD <DOVE 2,353,666 1.98
SUPERANNUATION FUND A/C
MRS AVRIL BURCH 2,000,000 .68
BOWOOD PTY LTD 1,800,000 1.52
MR PETER GERARD BURNS <PG BURNS 1.698.450 {.43
INVESTMENT A/C>
MR JOHN CLINTON <CLINTONTRADING 1,500,734 1.26
A/C>
BROBEN PTY LTD 1.500,000 1.26
PACIFIC 2000 FOUNDATION 1,500,000 1.26
MR WARREN DUDLEY HAMBLEY 1.440,792 121

Cell Aquaculture Ltd
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DR PETER JERNAKOFF <TWINSHORE 1.467.984 1.19
INVESTMENTS A/C>
MR DAVID RICHARD THOMAS <DAVID R 1,330,000 1.12
THOMAS S/F A/C>
MR STEPHEN CHARLES PICKERING MS 1,000,000 84
AVIS PICKERING
SAVFORD FINANCIAL PTY LTD 1,600,000 84
MR VINCENZO FIORENZA 866,667 73
CHRISTINE MARY COULTER <RGSS 850,000 72
COULTER CHILDRENS SUPER PROCEEDS
A/C (R COULTER A/C)>

68,586,054 57.77

4 Substantial Shareholdings (over 5%)

Name Fully Paid Yo
Shares Held

JARQ HOLDINGS PTY LTD 17,070,001 14.38

MR BRIAN FEATHERBY 9,429,000 7.94

MR PETER JOSEPH BURNS 9,176,668 7.73

5 Unqguoted Equity Securities - Options
All the securities listed below are options to purchase ordinary shares in the Company:

Unlisted options expiring 1 March 2008 - 3.500,000 with an exercise price of
20 cents cach, held by Millcorp Securities Pty Lid.

Unlisted options expiring 20 July 2008 - 3,000,000 with an exercise price of 35 cents each
held as follows -

Mr Lee Boyd 1,000,600
My Peter J Burns 1,000,600
Dr David Thomas 1,000,000

6 Restricted Securities

The securities listed below are under escrow as follows:

Shares Options
Escrowed to 24 July 2007 38,853,250 6,500,000*
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* Refer to item 5. unquoted equity securities - options, above,
7  Voting Rights
At a general meeting of the Company shareholders are entitled:

¢ On a show of hands, each persan who is a shareholder or sole proxy has one vote.
¢ On a poll, each shareholder is entitled to one vote for each fully paid share.

8 The Company has used its cash and liquid assets in a way consistent with its business
objectives.
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Corporate Governance

In fulfilling its obligations and responsibilities to its various stakeholders, the Board is a
strohg advocate of corporate governance.

This statement outlines the principal corporate governance procedures of Cell Aquaculiure
Limited (“Company or Cell™).

The Board of Directors (“Board™) supports a system of corporate governance to ensure that
the management of the Company is conducted to maximise sharcholder wealth in a proper
and ethical mannet.

Roles of the Board and Managemeat

The Board is responsible for the overall operation and stewardship of the Company. In
particular, it is responsible for charting the direction, strategies and financial objectives for
Cell and monitoring the implementation of those policies, strategies and financial objectives
and is committed to protecting and enhancing sharehelder value and conducting Cell's
business cthically and in accordance with the highest standards of corporate governance.

The Board has a Charter which establishes those matters which are rescrved for the Board
and describes the functions and responsibilitics in a manner which is consistent with ASX
Principle 1. The Board Charter was adopted by the Board on 1 March 2005.

Responsibility for management of the Company’s business is delegated to the Managing
Director, who is accountable to the Board. The key responsibilities of the Board include to:

» Appoint and review the performance of the Managing Director;

« Develop with management and approve strategy, planning, development programs and
major capital expenditure;

» Arrange for effective budgeting and financial supervision;

» Ensure that appropriate audit arrangements are in place;

» Ensure that efTective and appropriate reporting systems in place will. in particular,
assure the Board that proper financial, operational, compliance and risk management
controls function adequately;

s Report to shareholders;

The Board is also responsible for setting the strategic direction of the company, establishing
goals for management and monitoring the achievement of those goals. The Managing
Director is responsible to the Beard for the day to day management of the company.

Consistent with ASX Principle L. a copy of the Board Charter has been posted to the new
corporate governance section of the company’s website.

o
[ %]
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Beard Structure

The composition of the Board shall be determined in accordance with the following
principles and guidelines:

e The Board shall comprise at least 3 Directors, increasing where additional expertise is
considered desirable in certain areas.

e The Board should not comprise a majority of executive Directors.
Directors should bring characteristics which allow a mix of qualifications, skills and
experience both nationally and internationally.

The terms and conditions of the appointment and retirement of Directors will be setout in a
letter of appointment which covers remuneration, expectations, terms, the procedures for
deafing with conflicts of interest and the availability of independent professional advice.

The performance of all Directors will be reviewed by the Chairman each year.
The Board’s structure is consistent with ASX Principie 2.
Director Independence

Directors are expected 10 bring independent views and judgement to the Board’s
deliberations. The Board is comprised of at least 50 per cent of non-executive independent
directors, a non-executive independent Chairman and has different persons filling the roles of
Chairman and Managing Director.

In considering whether a director is independent, the Board has had regard to the
independence eriteria in ASX Principle 2 and other facts, information and circumstances that
the Board considers relevant.

Meetings of the Board

The Board meets at least ten times a year to consider the business of the Company, its
financial performance and other operational issues.

With the approval of the Chairman, any directors can seck independent advice, at Cell’s
expense.

The Board will review the remuneration and policies applicable to Non-Executive Directors
and the Managing Director on an annual basis. Remuneration [evels will be competitively set
to attract the most qualified and experienced Directors and senior executives. Where
necessary the Board will obtain independent advice on the appropriateness of remuneration
packages.
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Retirement and Re-election

The Constitution of the Company requires one third of the directors, other than the Managing
Director, to retire from office at each annual general meeting. Directors who have been
appointed by the Board are required to retire from office at the next annual general meeting
and are not taken into account in determining the number of directors to retire at that annual
general meeting. Directors cannot hold office for a period in excess of three years or later
than the third annual general meeting following their appointment without submitting
theinselves for re-election. Retiring directors are eligible for re-¢lection by shareholders.

When a vacancy exists, for whatever reason, or where it is considered that the Beard would
benefit from the services of a new director with particular skills, the Board will select
appropriate candidates with relevant qualifications, skills and experience. External advisers
may be used to assist in such a process. The Board will then appoint the most suitable
candidate who must stand for election at the next annual general meeting of shareholders.

Nomination and Appointment of New Directors

At this point the Board has not established a Nomination Committee and has decided 10
retain the responsibility of appointing and recommending candidates for new directors. This
position is considered appropriate for the Company’s current stage of development.

Review of Performance

The Board reviews its performance and composition on an annual basis 1o ensure that it has
the appropriate mix of expertise and experience, consistent with ASX principle 8.

The structure and disclosure of the Company’s remuneration policies for directors and senior
executives are generally consistent with ASX Principle 9 and are set out in the Directors’
Report.

Board Access to Information

All Directors have unrestricted access to all employees of the group and, subject to the law,
access to all company records and information held by group employees and external
advisers. The Board receives regular detailed financial and operational reports from senior
management to enable it to carry out its duties.

Consistent with ASX Principle 2, each Director may, with the prior written approval of the
Chairman, obtain independent professional advice to assist the Director in the proper exercise
of powers and discharge of duties as a director or as a member of a Board Committee. The
Company will reimburse the Director tor the reasonable expense of obtaining that advice.
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Board Committees

The Board, where appropriate, may establish a number of committees to assist in carrying out
its responsibilities in an effective and efficient manner.

Two standing Board Committecs assist the Board in the discharge of its responsibilities and
are governed by their respective Charters, as approved by the Board. These are:

—  The Remuneration Committee; and
— The Audit Committee.

Remuneration Committee

The Remuneration Committee was established on | March 2005.
The purpose of the Remuneration Committee is to assist the Board by reviewing and
providing recommendations to the Board on:

remuneration packages of key executives and executive Directors:

incentive policies, incentive plans and other employee benetit programs:

the Company's recruitment, retention and termination policies;

the Company's procedures for senior management,

the Company's superannuation arrangements;

succession plans of key executives (other than executive Directors) and ensuring the
performance of key executives is reviewed at [east annually; and

o those aspects of the Company's remuneration policies and packages. including
equity-based incentives, which should be subject to shareholder approval.

. &5 & & = @

The members of the Remuneration Committee at the date of this report are:

Mr Peter J Burns (Chairman)
Mr Robert Sewell

The composition, operation and responsibilities of the Committee are generally consistent
with ASX Principle 9.

Consistent with ASX Principle 9, the Remuncration Cominittee Charter has been posted to
the new corporate governance section of the website.
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Audit Committee

The Audit Commitiee was established on 1 March 2005 fo assist the Board in fulfilling its
corporate governance and oversight responsibilities in relation to the company's financial
reports and financial reporting process, internal control structure, risk management systems
(financial and non-financial) and the intcrnal and external audit process.

The Audit Commitiee monitors internal control policies and procedures designed to
safeguard company assets and to maintain the integrity of financial reporting, consistent with
ASX Principle 4.

The role of the Committee is to provide a direct link between the Board and the external
auditors.

It will also give the Board of Directors additiona) assurance regarding the quality and
reliability of financial information prepared for use by the Board in determining policies or
for inclusion in financial statements.

The responsibilities of the Audit Committee will include:

*  monitoring compliance with regulatory requirements;

* improving the quality of the accounting function;

s reviewing external audit reports 10 ensure that where major deficiencics or
breakdowns in controls or procedures have been identified, appropriate and prompt
remedial action is taken by management;

s [(iaising with external auditors and ensuring that the annual audit and haif-year review
are conducted in an effective manner.

The Audit Commitice will review the performance of the external auditors on an annual basis
and meet with them at least twice during the year. Nomination of auditors wil! be at the
discretion of the Commitiee.

The members of the Audit Committee at the date of this report are:

Dr David Thomas (Chairman)
Mr Robert Scwel

Consistent with ASX Principle 4, the Audit Committee Charter has been posted to the
Corporate governance section of the website,
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Audit

As part of the Company’s commitment to safeguarding integrity in financial reporting, the
Company has implemented procedures and policies to monitor the independence and
competence of the company’s external auditors.

Consistent with ASX Principle 6, the Auditor attends and is available to answer guestions at,
the Company's annual general meetings.

Business Risks

Consistent with ASX Principle 7, the Company is committed to the identification, monitoring
and management of risks associated with its business activities and is in the process of
embedding in its management and repotting systems a number of risk management controls.

The Board will monitor and receive advice on arcas of operational and financial risk, and
consider strategies [or appropriate risk management arrangements.

Specific areas of risk identitied initially and which will be regularly considered at Board
meetings include sovereign risk. foreign currency tluctuations, performance of activities.
human resources, the environment, statutory compliance and continuous disclosure
obligations.

Share Trading

All employees and Directors of the Company are prohibited from trading in the Company’s
shares or other securities if they are in possession of “inside information™. Subject to this
condition, and in light of the ASX"s continuous disclosure requirements. trading can occur at
any time with the exception of the period of ten days prior to the publication of financial
results and the one day following such publication.

In addition, in order to trade, Directors of the Company must advise the Company Secretary
of their intention to trade and must also have been advised by the Company Secretary that
there is no known reason to preclude them trading in the Company’s shares or other
securities.

A copy of the policy has been posted to the corporate povernance section of the company’s
website.
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Continuous Disclosure

The Company understands and respecets that timely disclosure of price sensitive information
is central to the efficient operation of the Australian Stock Exchange’s securities market and
is in the process of establishing a comprehensive policy covering announcements to the
Australian Stock Exchange, prevention of selective or inadvertent disclosure, conduct of
investor and analysts briefings, media communications, commenting on expected earnings,
communications black-out periods and review of briefings and communications.

The Company Secretary has responsibility for oversecing and coordinating disclosure of
information to the Australian Stock Exchange. The Company Secretary also liaises with all
the Board members in relation to continuous disclosure matters. The Managing Director is
responsible for overseeing and coordinating disclosure of information to analysts, brokers
and sharcholders.

Ethical Standards

All Directors, executives and etmployees are charged with the responsibility to act with the
uimost integrity and objectivity, striving at all times to enhance the reputation and
petrformance of the Company.

Communications with Sharcholders

The Board aims to ensure that sharcholders are kept informed of all major developments
aftecting Cell. information is communicated to shareholders through the distribution of
annual reports and by presentation to shareholders at the Annual General Meeting which they
are encouraged to attend.

In addition. all reports, including quarterly reports and releases made by the Company
throughout the year with respect 1o its activities are distributed widely via the Australian
Stock Exchange and placed on the Company’s website www.ccllaqua.com

Shareholders and interested parties may subscribe to receive the latest announcements issued
by the Company by visiting the Company’s website and entering their details.

Review of Corporate Governance Policies and Practices

The Board has directed management to review the Company’s corporate povernance policies
and practices in light of the ASX Corporate Governance Council's principles of good
corporate governance and best practice recommendations. Following this review, the Board
will consider the suitability of any recommendations made by management having regard to
the Company's size and operations.
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Statement of Financial Performance for the Year Ended 30 June 2006

NOTE 2i06 2005
b b3

Revenoe 3(a) 083,559 70,747
Gain on sale of property, plant and cquipment 3c) 1,890,467 -
Raw materials and consumables used (402.,034) (18,973)
Changes in inventarics of produce and raw materials §7.337 -
Marketing cxpenscs (152,428) (48.556)
Communication expenses (37,978) {13,939)
Consultancy expenscs (H9,761) (150,036)
Employce henelits expense (958,825) (348.964)
Insurance expenses (82,220) (31,250)
Oceupancy Cosls (111,109 {30,721)
Pralessional Costs (166,391) (107,756)
Travel Costs (186,112) (11,463)
Research Costs wiitten ofl . (122,474)
Depreciation and amortisation expensce 3 (190,181) (113,525)
Finance costs 3 (9,349 (70,055)
Impairment loss on loans receivable 7 (671,078%) -
Other expenses {rom ordinary activitics (136,878) (104,000)
Share of net fosses of associates using the eguity method  10(b) (292,777} -
Profit/(loss) before Income Tax Expense/ Benefit (585,758) (LLI00981)
Income tax benefit 4 236,924 161,658
Net profit/(loss) attribated to members of the

company (348,829) {939,323}

Cents Per Share Cenis Per Share
Basic earnings/(loss) per share 5 {0.32) (1.08)
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CLRRENT ASSETS
Cash and cash eguivalents
Trade and other receivables
Inventorics
Other current assels

TOTAL CURRENT ASSETS

NON CURRENT ASSETS
Receivables
Investments sceounted for using the equity method
Property, plant and cyuipment
Intangible assels

TOTAL NON CURRENT ASSETS
TOTAL ASSETS
CURRENT LIABILITIES
Trade and other payables
Rorrowings
Provisions

TOTAL CURRENT LIABILITIES

NON CURRENT LIABILITIES
Borrowings

TOTAL NON CURRENT LIABILITIES
TOTAL LIABILITIES
NET ASSETS
EQUITY
Contributed equity
Accumulated losscs

Reserves

TOTAL EQUITY

NOTE

-3 - -

10
1
12

i3
15
14

16
17
17

2006

2,605,345
22,353
¥3,572

2T

768,009
525341
597,383
1,177,611

3,068,344
5,779,614
156,701
3517
25,705

185,923

————

19,839
19.839
205,762
5,573,852
9,543,839
(4,254,350)

284,363

5,573,852

2005

6,602
43207
26,235

323,219

399263

2,420

1,143,590
749,521

1,895,531

2.294.794

303.522
309,266
4,835

617,623

270,448

270,448

888,071

1,406,723

4,998 494
(3.905,520)
313,750

1,406,723
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Share Retained Share Based Fotcign Total
Capital Profits/ Payment Cumrency
{Accumulated Ruserve Translation
losses) Reserve

Batance at 1.7.2004 3,307,200 {2,966,198) - - 341,002
Shares Issucd during the year 1.8Y8,349 - - - 1,808,349
Share Issuc Costs (207,053) - - - (207,055
Oplions Granted - - 313,750 - 313,750
Profit/(Loss) attributable 1o members - (939,323} - - (4¥39,323)
DBalance at 30.06.2005 4,998,494 (3,905,521} 313,750 - 1,406,723
Balance ar 1.7.2005 4,998,494 (3,905,521) 313,750 - 1,406,723
Sharcs Issued during the year 5,201,400 - - - 5,201,400
Exchange diflerence on translation of
foreign operations - - - {29,387) (29,387)
Share [ssue Costs {656,055) - - - (656,055)
Profit/(L.oss) attributable to members - (348,329) - - (348,829
Balance at 30.06.2006 9.543 839 (4.254.350) 313.750 (29.387) 5,573,852
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NOTE 2006 2005
s h]
CASH FLOW FROM OPERATING ACTIVITIES
Receipts from cuslomers 50,548 26416
Grant received - 36,944
Interest received 192,425 5,743
Borrowing cosls (9.349) {38.805)
Payments to sapplicrs and employees (2,440,103} (540,038}
tncome wx relund 236,929 161,658
Net Cash Provided by (Used in) Operating Activities 6(h) (1,969,550) (348.082)
CASH FLOW FROM INVESTING ACTIVITIES
Paymenis for Rescarch & Development {462,107) (489,898)
Purchase of Property, Plant and l2quipment {307,925) (35,618)
Proceeds from Sale of Property, Plant and Equipment 2,611,800 -
L.oan to other Entities (SUE KD -
Loans to Associated Entitics (471,972) -
Investments in Associated Entitics (588,744) -
Net Cash Provided by {Used in) Investing Activitics 281,052 (525.516)
CASH FLOW FROM FINANCING ACTIVITIES
Payments for Prospectus and Shares Issue Costs {333.418) (262,637}
Proceeds fram Share Issoes 5,201,400 1,009, 100
Share Issuc Cosls - (5,806}
Repayment of Bank Loan (305,770) (35.377)
Repayment ol Director’s Loan {63,500) -
Repaymeni — Aquaculture Technology Agreement - (145.833)
Repaymeni — [ease Liabilitics (1,027 -
Net Cash Provided by {Uised in) Finaucing Activitics 4.497,685 559,447
Wet increase/{decrease in cash held 2,809,187 (314,151
Cush and cash equivalents at begianing of the financial year {203,842} 110,309
Cash and cash equivalents at the end of the financial year 6(a) 2605345 (203.842)
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Note 1: Ceorporate Information

The financial reporl of Cell Agquaculture Limited (the Company) for the year ended 30 June 2006 was
authorised for issue in gecordanee with a resolution of the directors on 28 Seplember, 2006,

Cell Aquaculiure Limited is 2 company limited by shares incorporated in Australia whose shares are publicly
traded on the Australian Stock Exchange.

The nature of the aperations and principal activities of the Company are development, commercialisation and
marketing of wechnology relating ro aguaculture farming.

Note 2;: Summary of Significant Accounting Policies
(a) Basis of Preparation

This financial report is a gencral purpose financial report thal has been prepared in accordance with the
requircments of the Corporations Act 2001 and Australian Accounting Standards.

The linancial report has also been prepared on an acerual basis and is based on historicad costs and does not take
into account changing meney values or, except where stated, carrent valuations of non-current assets. Cost is
bascd on the fair values of the consideration given in exchange for assets.

(h) Statement of Compliance

The financial report complies with Awstralisn Accounting Standards, which include Australian equivalents 1o
Intemational Financial Reporting $tandards (AIFRS). Compliance with AIFRS ensures that the financial report,
comprising the financial statemen’s and noles lhereto, complies with International Financial Reporting
Standards (IFRS).

Australian Accounting $tandards that have recently been issued or amended but are not yet effective have not been adopied
for the annual reporting period ended 30 June 2006, Thare are no anticipated changes to Cell Aquacullure Lid's
accounting policics ia future periods as a result ol these changes. Below is a summary of recently amended or issued
Accounting Standards relevant 1o Cell Aquaculture Lid:

AASB Affected Standard(s) Natare of change to Application date  Application date
Amendment accounting policy of standard* for Group

2005-1 AASB 139 Financial No change fo accounting 1 January 2006 I July 2006
Instruments: Recagnition and policy required. Therefore no
Measurement impact.

2005-4 AASDE 139 Financial Nao change 10 accounting | Januoary 2006 I July 2006
Instriments: Recognition and policy required. Therefore no
Measurement, AASB 132 impact.

Finaneial Instrurvaents: Diselosure
ancd Presentation, AASB L: First-
time adoption of AIFRS, AASE
1023: General Insurance
Contracty, ANSE 1028: Life
Insurance Comracts

2t115-5 AASE L: First-time adoption of  No change to aceounting, 1 January 2006 1 July 2006
AIFRS, AASB 139 Financial policy required. Therefore no
Instruments: Recognition and impact.
Measurcment
AASB Affected Standard(s) Nature of change (o Application date  Application date
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Amendment accounting policy af standard® for Group
2005-6 AASB 3: Business Combinations  No change to accounting 1 January 2006 1 July 2006
policy required. Therefore no
impact.
2005-10 AASB 132: Financial No change to accounting 1 Janoary 2007 | July 2007
Instruments: Disclosure and policy required. Theretore no
Presentation, AASB 101: impact.

Presentation of Financial
Statentents, AASB 114: Segment
Reporting, AASE 117 Leuses,
AASB 133: Farnings Per Share,
AASB 139: Financial
Instraments: Recognition and
Measurement, AASB |2 First-time
adoption of AWFRS

2006-1 AASB 121 The Effects of Nuo change to accounting 1 January 2006 ) July 2006
Changes in Forelgn Exchange policy required. Therefore no
Kates impact.
New standard AASR 7: Financial Instrumenis:  No change o accounting 1 Janwy 2007 1 July 2007
Disclosures policy required. Therefore no
impact.

* Application date is for the annual reporting periods heinning on or afier the date shown in the above able.

This is the first financial reporl prepared based on AIFRS and comparatives for the year ended 34 Junc 2005
have been restated accordingly except lor the adoption of AASR 132 Fimancial Instruments: Disclosure and
Presentation and AASB 139 Financial Instrumenis: Recognition and Measurement. The Company has adopled
the exemption under AASB | Firsttime Adoption of Australian Equivalents to nternational Financial
Reporting Standards {from having te apply AASB 132 and AASB 139 to the comparative period. The Group has
also made its clection in relation to the transitional cxemptions allowed by AASB | Virsi-lime Adoption of
Australian Equivalents to Intermational Financial Reporting Standards' as follows:

Shure-based payment transactions
AASD 2 'Share-Bused Payments' is applied only to equity instruments granted after 7 November 2002 thal had
not vested on or betore | Junaary 2905,

An explanation of how the ransition W AIFRS has affected the reported financial position, financial
performance and cash flows of the Company is provided in note 25,

(c) Revenut recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow 1o the Company and
the revenue can be reliably measured. The following specific recognition criteria must also be met before
revenue is recogniscd:

(i) Sale of goods

Revenue is recognised when the significant risks and rewards of owncership of the goods have passed to the
buyer and the costs ineurred or o be incurred in respect of the transaction can be measured reliably. Risks and
rewards of ownership are considered passed w the buyer at the time of delivery of the goods 10 1he customer.

{1i) Interest income
Inferest revenue is recognised on a proportional basis laking inle account the inlerest rates applicable W the
financial asscts.
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(d) Government grants

Government grants are recognised when there is reasonable assarance that the grant will be received and all
allaching conditions will be complied with,

When the grant relates Lo an expense item, i is recognised as incomie over the periods aecessary to mateh the
grant on a systematic basis to the costs that it is intended to compensale,

When the prant relates to an asset, the fair vilue is credited Lo a deferred income account amd is released to the
income siatement over the expected uscful life of the relevant asset by cqual anonual instalntents.

Where a grant is received in relation to the tax benefit of rescarch and development eosts, the grant shal be
. credited to income 1ax expense in the mcome Stafenent in (he year of receipt.

{e) Borrowing costs
Borrawing costs are recognised as an expense when incurred.
N Leases

The determination of whether an arcangement is or contains a lease is based on the subslance of the arrangement
and requires an assessment of whether the fulfilment of the arrangement is dependent on the use of a specific
assel or assets and the arrangement conveys a righl to use the asset.

(i} Company as a lessee

Finanee leases, which transfer 1o the Company substantially all the risks and benefits incidental to ownership of
the leased item, arc capialised al the inception of the lease at the fair value of the leased property or, if lower, ai
the present value of the minimum lease payments. Lease payments are apportioned between the finance charges
and reduclion of the lease liability so as to achicve a constant rate of interest on the remaining baktance of the
liability. Finance charges are recognised as an expense in prefit o Joss.

Capitalised leased assets are depreciated over the shorter of (he estimated useful life of Lhe asset and the lease
term if there is no reasonable certainty that the Company will obtain ownership by the end of the lease term.

. Operating lease payments are recognised as an expense in the income statement on a straight-line hasis over the
lease term. Lease incentives are recognised in the income statement as an integral part of the wial lease expense.

(H} Company as a lessor

Leases in which the Group retains substantially all the risks and benefits of ownership of the leased assel are
classificd as operating leases. Inilial direct costs incurred in negotisting an operating lease are added 1o the
carryiae amount of the leased asset and recognised as an expense over the lease term on the same basis as rental
income.

(g Cash and cash equivalents

Cash and short-term deposits in the batanee shect comprise cash af bank and in hand and short-term deposits
with an original matarity of three months or less,

For the purposes of the Cash Flow Statement, cash and cash equivalents consist of’ cash and cash equivalents as
defined above, net of outstanding bank overdrafts.
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(h) Trade and other receivables

Accounting policies applicabte for the year ending 30 June 2006
Trade reccivables, which generally have 30-90 day 1erms, are recognised and carried at original invoice amount
less an allowance for any uncollectibls amounts.

An allowance for doubtful debls is made when there is objective evidence that the Company will not be able to
colleet the debts. Bad debls are written off when identified.

Accounting policies applicable for the year ending 30 June 2005

Trade receivables were recognised and carried at original invaice amount less a provision for any uncellectlible
debts. An estimate for doubtiul debts was made when collection of the fall smount was no longer probable. Bad
debts were written off as incurred.

(i) Inventories
Inventorics are valued at the lower of cost and nel realisable value.

Net realisable value is the estimated sellipy price in the ordinary course of business, less estimated costs of
completion and the estimated costs nzcessary to make Lhe sale.

)] Investments and other finuncial assets

Recognition

Financial instruments are initially measured at cost on trade date, which includes transaction costs, when the
related confractual rights or obligations exist. Subscquent w initial recognilion these instruments are measured
as sct out below.,

Financial assets a1 fair vafue through profit and loss

A fimancial asset is classified in this category if acquired principally for the purpose of selting in the short tenn
or if so designated by managemeni 2ad within the requirements of AASB 139: Recognition and Measurement of
Finuncial Instraments. Derivalives are also categarised as held for irading unless they are designated as hedges.
Reatised and unrealised gains and lesses arising from changes in the fair value of these assels are included in the
income statement in the period in which they arise.

Loans and receivables
Loans and receivables are non-derivative linancial assets with fixed or detenninable payments that are not
quoted inan aclive market and are sited at amortised cosl using the cifective interest rate method.

Held-to-matirity investnients

These investments have fixed mataritics, and it is the company's intention to hold these investiments (0 maturity.
Any held-te-maturity investments licld by the company arc stated al amortised cost using the eftective interest
raje method,

Availuble-for-safe financial assets

Avuilable-for-sale financial assets inchude any financial assets not included in the above categories. Available-
for-sale financial assets are reflected at fair value. Untealised gains and losses arising {rom changes in fair value
are laken directly to equity.

Financial liahilities
Non-derivative financial liabilitics are recognised at amorlised cosl, comprising original debt less principal
pavments atd amortisation.
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Derivative inviruments
Derivative instruments are measared at fair value. Gains and losses arising from changes in fair value are taken
1o the income stalement anless they are designated as hedpes.

Fuir vedue

Fair value is determined based on current bid prices for all quoted investments. Valuation techniques are applicd
to determing the fair value for all unlisted securitics, including recent an's length transactions, reference to
similar instruments and option pricing models.

Impairment of financial assets

Af cach reporting date, the company assesses whether there is objective evidence (hat a financial instrument has
been impaired. In the case of available-for-sate financial instrumemts, a prolonged decline in the value of the
instrement is considercd to determine whether an impainnient has arisen. Impairment losses are recognised in the
income stalement.

{k) Investment in associates

The Company’s invesiments in associates are accounted Tor using the cquily method of accounting in the
financial statements. The associate is an entity in which the Company has significant influence and which is
neither a subsidiary nor a joint venture.

Unduer the equity method, the investiment in the associate is carried in the balance sheet al cost plus post-
acquisition changes in the Company's share of nei assets of the associate, Goodwill relating to an associale is
included in the carrying amount of the investment and is not amortised. After application of the eyuity method,
the Company determines whether it is necessary to recopnise any additional impairment loss with respect to the
Company’s net investment in the associate. The income statement reflects the Company's share of the results of
operations of the associate.

Where there has been a change tecognised dircetly in the associate’s equity, the Company recognises is share of
any changes and discloses (his in the consolidated statement of recognised income and expense.

Although the balance dales of the associates is 31 December results have been caleulaled to 3¢ June, The
assoviate's accounting policics conform to thuse used by the Company for like transactions and events in similar
circumstances.

Uinrealised gains on transaclions between the Company and its associales are eliminated Lo the extent of the
Company’s intcrest in the associates. Unrealised losses are also eliminated unless the transuction provides
evidence of an impainment of the asset transforred.

h Income tax
Current tax assets and liabilitics for the current and prior periods are measured ot the amount expecled to be
recovered from or paid to the taxation anthoerities. The fax rates and tax laws vsed o compute the amount are

thosc that are enacted or substantively enacted by the balance sheet date.

Deferred income tax is provided on all temporary ditterences at the balance sheet date between the 1ax bases of
assels and liabilities and their carrying amounls for financial reporting purposes,

Deferred income tax fiabilities are recognised for all taxable temporary differences except:
« when the deferred income tax Jiability arises from the initiol recognition of goodwill or of an asset or lighility

in a trapsaction that is pot a business combination and that, al the tme of the transaction, aflects neither the
accounling profil nor taxsble profit or loss; or
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« when the taxable temporary difference is associated with investiments in subsidiaries, associates or interests in
joint ventures, and the timing of the reversal of the temporary diflerence can be controlled and it is probable that
the temporary diflerence will not reverse in the foreseeable future.

Deterred income tax assets are recognised for all dedactible temporary differenees, carry-forward of unused lax
asscls and unused tx losses, to the extent that i is probable that taxable profit will be available against which
the deductible temporary differences and the carry-forward of unused tax eredits and onused tax losses can be
utilised, excepl:

« when the deferred income tax asset relatiog o the deduclible temporary difference artses from the inital
recognition of an asset or lishility in a transaction that is oot a business combination and, al the time of the
transaction, afTces neither the accounting profit nor taxable profit or loss; or

« when the deductible lemporary difference is assoctated with investments in subsidiarics, associates or interesls
in joint ventures, in which case a deferred tax asset is only recognised Lo the extent that it is probable that the
temperary difference will reverse in the foresceable futuse and taxable profit will be available against which the
temporary diflerence can be utilised.

‘The carrying amount of deferred income tax asscts is reviewed at cach balance sheet date and reduced to the
extent that it is po lenger probuble that sufficient taxable profit will be available to allow all or part of the
deferred income tax assel to be utilised.

tinrecognised deferred income lax assets are reassessed at cach balance sheer date and are recognised to the
extlent that it has become probable that future taxable profit will allow the deferred tax assel to be recovered.

Deferred income tax assets and lisbilities are measured al the tax rates that are expected 1o apply to the year
when the assel is realised or the liablily is settled, based on lax ralcs (and 1ax laws) that have been enacted or

substantively coacted at the balance sheet dale.

Income xes relating to items recogrised directly in cquity are recognised in equity and not in
profit or loss,

Deferred tax assets and deferred tan lLabilities are offset ondy il a legally enforeeable right exists (o set off
current tax assets against current tax liahilities and the deferred tax assets and liabilities relate to the same
taxable entity and the same taxation authority.

{1} Other taxes

Revenues, expenscs and assets are rezognised net of the amount of GST exeept:

« when the G871 incurred on a purchase of goods and services is not recoverable from the taxation authority, in
which case the GST is recognised as parl of the cost of acquisition of the asset or as part of the expense ilem as
applicable; and

» receivables and pavables, which are stated with the amount of GS1" included.

The pet amounl of G811 recoverable from, or payable to, the taxation authorily is included as part of receivables
or payables in the halance sheet,

Cash flows are included in the Cash Flow Statement on a gross basis and the GST component of cash flows
arising {rom investing and financing activilics, which is recoverable from, or payable to, the taxation authority

are classified as opecating cash flows.

Commitments and contingencics are disclosed net of the amount of GST recoverable from, or
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pavahle 1o, the taxation authority.
(n) Property, Plant and Equipment

Propurty, plant and equipment arc brought 1o acconnt at cost or al independent or directors” vatuation, less
where applicable any accumulated depreciation or amortisation.  The carrying amouni of property, plant and
cquipment is reviewed annually by directors 1o ensurce it is nol in excess of the recoverable amount from those
asscls. The recoverable amount is assessed on the basis of expected net cash (lows which will be received from
the assels employ ment and subsequent dispuosal.

The gain or loss on disposal of all fixed assets, including revalued assets, is determined as the difference
between the carrying amount of the asset at the time of disposal and the proceed of disposal, and is included in
the Encome Statement. Any realised revalaation increment celating (o the disposed asset which is included in the
revaluation reserve is transferred Lo refained camings.

The depreciable amount of all fixed assets including buildings and capitalised leased asscts, but excluding
frechold land, are depreciated over their vselfu) lives commencing from the time the asset is held ready for usc.
Prapertics held for investment purposes are not subject Lo a depreciation charge.

The depreciation amount of fixed asscts included buildings and capitalised lease asset, but excluding frechold, is
depreciated on a straight line bases over their useful lives to the company commencing from the time the asset is

hetd ready for ase.

The depreciation rates used for cach class of deprecinble asseis are:

Class of Fixed Asset Depreciation Rale
Ruildings on Freeliold Land 5%
Buildings — Leaschold 25%
Plant and equipment 5-40%
(o) Intangibles

Pateats, Techaology and Licences are valued in the accounts al cost of acquisition. They have « finite life and
are carried at cost fess any accumulated amertisation and any impaioment losses, Patents, Technology and
Licences are amaortised over their usclhul life.

m Research & Devefopment

Expenditnre during the research phasz of a project is recognised as an expense when incurred.

Development costs are capitalised only when technically feasibilily studies identify that the project will deliver
fulore cconomic benefits and these benefits can be measared celiably.

Capiialised development costs are resorded as infangible assels and amortised from the peint in which the asset
is ready for use ¢on a straight line basiz over its vseful life.

Where a grant is received or reccivable in relation to development costs which have been capitalised, the grant
shall be deducted from the carrying amount.

Where a granl s received or receivible in relation fo rescarch costs which have been charged to the Income
Statement during this or a prioe finansial vear, ihe grant shall be credited to the income Statement.

Where u grant is received in relation to the tax benefit of rescarch and development costs, the grant is eredited 1o
income tax cxpensc/benetit in the Income Statement upon receipt.
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(q) Impairment of assets

The Company assesses sl cach reporting date whether there is an indication that an asset may be impaired. 1f any
such indicalion exists, or when snnual impairment testing (or an asscf is required, the Company makes an
estimiate of the asseCs recoverable amount. An assel’s recoverable amownt is the higher of it fair value less
costs to sell and its value in use und is determined for an individual asset, unless the asset does not gencrale cash
inflows that are largely independent of those from other assets o groups of assets and the asscet’s value in use
cannat be estimated to be close to its fair value, In such cases the assel is Lested for impairment as part of the
cash-gencraling unit to which it belongs. When the carrying amount of an asset or cash-generaiing unit exceeds
its recoverable amounl, the assct or cash-generating unit is considered impaired and is writlen down 1o ils
recoverable amount.

In asscssing value in use, the estimated future cash {lows arc discounted 1o their present value vsing a pre-tax
discount rate that reflects currenl market assessments of the time value of money and the risks specific to the
assel. Impairment tosses relating 1o coatinuing operations are recognised in those expense categorics consistent
with the function of the impaired asset onless the asset is carried st revalued amount (in which casc Lhe
impaiment loss is treated as a revaluation decrease).

An assessment is also made at cach reporling dale as (o whether there is any indication that previously
recognised impairment losses may no longer exist or may have decreased. If such indication cxists, the
recoverable amount is cstimated. A previously recognised impainuent loss is reversed only if there has been a
change in the estimates used (o determine the asset’s recoverable amount since the last impairment loss was
recognised. 11 that is the case the canying amount of the asset is increased (o 38 recoverable amount. That
increased amount cannot exceed the carrying amount that would have been delermiacd, net of depreciation. had
no impairment loss been recopnised for the asset in prior years. Such reversal is recognised in profil or loss
unless the assct is carried al revalued amount, in which case the reversal is treated as a revaluation increase.
After such a reversal the depreciation charge is adjusted i future periods to allocate the assct’s revised carrying
amount, less any scsidual value, on a systematic basis over its remaining useful life,

(r) Trade and other pavables

The Company has ¢lected 1o apply the option available under AASD 1 of adopting AASE 132 and AASB 139
from 1 July 2005, QOutlined betow me the relevant accounting policics for trade and other payables applicable
for the years cnding 30 June 2006 and 30 June 2005,

Accounting policies applicable for the year ending 30 June 2006

Trade payables and other payables ae carricd at amontised costs and represent liabilities for goods and services
provided 1o the Company prior to the end of the financial year that are onpaid and arise when the Company
becomes obliged Lo make futare payments in respect of the purchase of these goods and services.

Accounting policies applicable for the year ending 30 June 2005
‘T'rade payables and olher payables ave carried at costs which is the fair value of the consideration to be paid in
the futare for goods and services received, whether or not billed to the Conpany.

() Interest-bearing loans and borrowings

The Company has elected to apply tic option available under AASB 1 of adopting AASB 132 and AASBE 139
from 1 July 2005, Cutlined below are the relevant accounting policies for interest-bearing loans and borrowings
applicable for the years ending 30 June 2006 and 30 June 2005,

Accounting policies zpplicable for the year ending 30 June 2006
All loans and borrowings are initially recognised at the fair value of the consideration received less directly
attributable transaction costs.
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Afler initial recognilion, inlerest-hcaiing loans and borrowings are subsequently measured ot amurtised cost
using the effective interest method.

Gains and losses are recognised in profit or loss when the liabilitics are derccognised.

Accounting polictes applicable for the year ending 30 June 2005

All Joans ware measured af the principal amount. [nlurest was recopnised as an expense as it aceroed. Bills of
exchange and promissory notes were carried at the principal amount plus deferred interest. Debentures were
carricd af the present value of the liability being the principal amount less debenture discount. Interest was
recognised on an effective yield basis.

(t) Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past
event, it is probable that an outilow of resources embodying ceonomic benefits will be required to settle the
obligation and a reliable estimate can be made ol the amount of the obligation.

When the Company expecls some or all of a provision to be reimbursed, for example under an insurance
contract, the reimbursement is recopnised as a separate assct but only when the reimbursement is virtmally
certain. The expense relating o any provision is presented in the income stalement et of any reimbursement.

i the efliet of the time value of money is material, provisions are discounted using a current pre-tux rate that
reflects the risks specific Lo the liability.

When discounting is used, the increase in the provision due lo the passage of time is recognised as a borrowing
cost.

(u) Employee leave benefits

(i) Wages, safaries, annual leave and sick leave

Liabilities for wages and salaries, inclading non-monclary benefits, aunual feave and accumulating sick leave
expected to be seitled within 12 months of the reporting date arce reeognised in other payables in respect of
employees’ services up 1o the reporting date. They are measured at the amounts expected 10 be paid when the
liabilitics are seitled. Liabilities for non-accumulating sick leave are recognised when the leave is taken and are
measured al the rates paid or payable.

(15} Lung service leave

The liability for long service leave s recognised in the provision for employee benefits und measured as the
present value of expected future payments to be made in respeet of services provided by cmployees up te the
reporting date using the projected unit credit method. Consideration is given to expected fulure wage and salary
levels, expericnee of employee departures, and periods of service, Expected fulure payments are discoonted
using market vields at the reporting date on national government bonds with terms to maturity and carrencies
that maich, as closcly as possible, the estimated futare cash outflows.

{v) Contributed equity

Ordinary shares are classified as cyuity. Incremental costs direetly attvibutable to the issue of new shares or
oplions are shown in equity as a deduction, net of Lax, from the procecds.

(w} Earnings per share
Basic carnings per share is calealatzd as net profit attributable to members, adjusted to exclude any costs of

servicing equity (other than dividends) and preterence share dividends. divided by the weighted average number
of ordinary shares, adjusied for any bonus element.
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Diluted carnings per share is caleulated ss net profit altribulnble to members, adjusted for:

» casls of servicing equity (other than dividends) and preference shore dividends;

« the afler lax effeet of dividends and interest associated with dilutive potential ordinary shares that have been
recognised as expenses; and

+ other non-discrelionary changes in tevenues or expenses during the period that would result from the dilution
of potential ordinary shares; divided by the weighled average number of ordinary shares and dilutive potential
ordinary shares, adjusted tor any bonus clement.

{x) Foreign currency translation

(i) Functional and presentation currenicy
The financial statements are presented in Australian dollars, which is Cell Aquaculture [td"s functional and
presentation currency.

(it} Transactions and balances

FForeign curreney transactions arc transfated into the funclional currency using the exchange rates prevailing at
the dales of the transactions. Forcign exchange pains and losses resulting from the selifement of such
transactions and [rom the translation at year-end exchange rates of monetary assels and liabilities denominated
in forcign currencics are recognised in the inceme statement, except when deferred in equity as qualifying cash
flow hedges and qualifying net investment hedges.

Translation differences on non-monetary financial assets and liabilitics are repirted as parl of the fair value gain
or loss. Teanslation diflerences on non-monctary financial assets and labilitics such as cquities held al tair valoe
through profil or loss are recognised in profit or Joss as parl of the fair value gain or loss. Translation difterences
on aon-monetary financial assets such as equilies classified as available-for-sale financial assels are included in
the fair value reserve in equity.

(it} Associcted companies

The results and financial posilion of all the associated entities (none of which has the corrency of a
hyperinflationary cconomy) that have a functiomal carrency different from the presentation currency are
translatcd inle the presemtation currency as {ollows:

o asscis and liabilities for each balance sheet presented are translated ot the closing rate at the date of thai
balance sheet;

s income and cxpenses for cach income slatement are ranslated at average exchange rates (unless this is
1ol a reasonable approximaiion of the cumualative elfeet of the rates prevailing on the transaction dates,
in which case income and expenscs are translated at ihe dates of the transactions); and

«  all resuhing exchange differonces are recognised as separate component of equity,

When equity acconnting, exchange differences arising (rom the transtation of any net investment in forcign
entitics, and of borrowings and other financial instruments designated as hedges of such investments, are taken
to sharcholders’ equity. When a foreign operation is sold or any burrowings forming part of the net investment
are repaid, a proportionate share of such exchange differences are recognised in the income statement, as part of
the gain or Joss on sale where applicable.

Goodwill and fair value adjustiwents arising on the acquisition of a foreign entity are treated as assets and
liabilities of the forcign entitics and translated al the closing rate.

{¥) Share-based payments
The Company provides beonefits 1o employees (including dircctors) in the form of share-bascd payment

transactions, whereby emplovees render services in exchange for shares or rights over shares (Cequity-scttied
transaclions’ ).
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The cost of Lhese eguity-seitled transactions with employees is measured by reference to the fair value at the
date at which they are granted. The fair value is determined by an internal valuation using a Black-Scholes
oplion pricing modet.

The cost of cquily~setiled transactions is recognised. gether with a corresponding increase in cquily, over the
period in which the performance conditions are fulfilled, ending on the date on which the relevant employeces
beeome fully entitted 10 the award (“vesting dae’).

The cumulative expense recognised for equily-setiled wansactions al cach reporting date until vesting date
reflects (i) the extent 1o which the vesting period has expired; and (i) the number of options that, in the opinion
of the dircctors of the Company, will ultimatcly vesl. This opinion is formed based on the best available
information at balance dale. No adjustment is made for the Jikelihood of marked performance conditions being
met as the effect of these conditions is included in the determination of fair value a1 grant date.

Where an equity-settled award is canceHed, it is treated as if it had vested on the date of cancellation, and any
expense nol yel recongised for the award is recognised immediately. However, il a new award is substituted for
the cancelled award, and designated os a replacement award on the date that it is granted the cancelled snd new
award are treated as if they were a medification of the original award.

(z) Segment Reporting

A -business segment is a group of zsscts and operations engaged in providing products or services that are
subject o risks and returns that are different 1o those of other business segmenls. A geographical scgiment is
engaged in providing products or services within a particular economic environment and is subjeet 1o risks and
retums that are diflerent from those of segments operating in other cconomic environments.
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Note 3: Revenue and Expenses 2006 2005
3 s

(a)} Revenue

- Sale of produce and goods 791,134 28,060
- Interest received 192, 425 5.743
- Oiher — Lxport Market Development Grant - 36,944
Total revenue 983,559 70,747

{b) Expenses

Cost of Salcs 344 967 18,973
Depreciation of non-currcnt assets
Land improvements 1,578 4,115
. Buildings 84,894 24,676
Plant and cquipnmient 70,709 51,734
Tolal depreciation 157181 R0,525

Amortisution of non-current assets
Intellecinal property ! licence 33,000 33,000

Finance costs
Interest paid 9,340 TOO85
Amount capitalised - -
9,349 7,085

Kl

Rental expense on operaling lease — minimum lease payments 40,600 -

(c) Net gain on disposal of property. plant and equipment

Consideration on dispusal of land snd buildings 2,600,000 -
Carrying value of asscts sold 700,307 -
Net gain on disposal of tund and buildings 1,899,693 -

Net loss on disposal of plant and c:juipment {9.226) -
| BH).467 -

MNote 4: Income Tax
(1) Incomc tax benefit

s $
Corrent tax benetit - -
Previous vear tax benefit not previously brought to account 236.,92¢ 161,658
{ Refer Note 4(e) )

236,929 161,658
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(b} The prima facie income tax expense on the pre-tax accouniing loss reconciles 1o the income tax benedit in the

financial statements as follows:

Loss from Ordinary Activities Before Income Tax
Income lax benefit al 30%

Permanent Differences:

Amortisation of intangibles and research & development
Non-deductible expenses — Othier

Non-deductible expenses — Legal

Movemenls in unrccognised temporary difierences

Tax effect of reconpnient of prior year tax losses Tor which deferred Lax
asset has not been recopnised

Tax eflect of current year tax losses for which no deferred tax asset has
been recognised

R & D Cash Rebate Claimed (see note)

Income lax benefit

(¢) The franking account balance at year end was 3nil {2005: Snil).

(d) Unrecognised temporary differences
Deferred Tax Assets {at 30%}
On income tax gecount
Carry forward ax losses
Carry lorward losses — associated companics
Capital losses
Other
Estimaled tax refund in respect of research and development costs
incarred ( Refer Note 4(e) )

Deferred Tax Liabilities (at 30%)
Capitalised intangible assels and development costs which have been
claimed for ax purposes

Net deferred tax assets

Net delerred tax assets have not been brought Lo account as it is not
probuable within the immediate future that 1ax profits will be available
against which deductible temporary differences and ax losses can be
utilised,

2006 2005
$ 3
(585,758) (1.100.981)
(175,727) (330,029)
9,900 0,900
2,226 22,834
16,848 14,102
(146,753) (283,193)
363,395 -
{216,642) .
- 283,193
{236.929) (161,658)
{236.929) (161,658)
282452 499,094
139,156 -
150,000 -
27,112 18,176
250,000 236,929
348,720 754,199
254,283 125,551
594,437 628,648

(¢) During the year ended 30 June 2006 the Company applicd for and received a rebate from the Australian
Taxation Office of $236,929 (2005 - $161,658) representing the (ax value of rescurch and development costs for the
year ended 30 June 2005, This amount §s shown as an income 1ax benefit in the Income Statement for the year
ended 30 June 2006, The Company inlends claiming the same rebate in respeet of expenditure for the year ended
30 June 2006, The rebate applicd for is estimated at $250,000. 1 this is successful, the refund will be shown as an

income tax benefit or the year ended 30 June 2067,
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Ngote 5: Earuings per Share

Basic carnings per share amounts are caleulated by dividing net profit for the year atiribulable (o ordinary equity
holders by the weighted average numter of ordinary shares outstanding during the year.

The company’s potentisl ordinary shares, being its options granled, are not considered dilutive as the
conversion of these oplions would result in a decrease in vet loss per share,

The following reflects the income and share data used in the basic camings per share computations:

2006 2005
$ §
Loss attributable to ordinary equity hulders 348,829 939,323
Number Number
Weighted average number of ordinary shares used as the denominator in

calculaling basic camings per share 110,593,872 87,065,370
Cents/share Cents/share
Basic loss per share 032 1.08

Note 6: Cash and Cash Equivalents

{a) Reconciliation of Cash
Far hic purposes of the siatement of cash Nows, cash inctudes cash on hand and in banks and investments in mency
market instruments, net of owstanding bank overdraflis. Cash at the end of the financial year as shown in the
statement of cash flows is recorciled to the related items in the balance sheet, as follows;

2046 2005
8 %
Current Assets

Cash at bank and in hand 2,605,345 6,602
6,602

Current Liabilities
Rank overdrafl - 210,444
- 210.444
Net Cash 2,605,345 (203,842)

Bank Overdrafl

The company had an overdrafl facility at 3¢ June 2005 with National Australia Bank. The limit on the overdrait
facility was $250,000. No overdrall fucility existed at 3¢ June 2006,

1.oan Facility

The loan sceured on the fand and buildings located on 66 Bennett Avenue, Hamilton Hill was paid out in
November 20045 when the sale of the land and buoildings were scliled.
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(b) Reconciliation of Operating Loss After Income Tax to Net Cash Flows From Operating Activities

Note 2006 2005
$ $
Operating loss alter income tax (348.829) (939,323)

Profit on saie of non-carrent asscts (1,899,693) -
Depreciation of non-current assels 157,181 80,525
L.oss on sale of non-current assets 9,226 -
Amorlisation of License 33,000 33,000
Amortisation of borrowing costs 583 S0
Finance cost on convertibie notes - 31,250
. Impairment loss on loans reecivable 671,078 -
Share of net losses of associates 292,777 .
Share based payments - 165,500
Rescarch cost wriflen off - 122,474
Farmalion costs written off 1,017 -
Loan written ofT 2,420
Increase/(decrease) in GS'1 balances 4,175 11,948
Amounts due from sale of equipnment i associates,
converted 1o receivables and inveslmenis 725877 -

Changes in net assels and liabilities:
(Increaseddecrease in assets

- Current receivables (16,832) (1,644)

- Other assets - -

~ 8tack on hand (57,337} -

Increase/(decrease) in Buhifities

- Carrent wade creditors and payvables (113,308 147,688

« Provisions 20,870 -
Net cash provided by (used in) operating activities (1,969,550 (348,082

{c) Non-Cash Financing and [nvesting Activities

‘ i) Other Payables at 30 Junc 2004
. $55,000 received in 2004 for shares application was converted to issued
shares during the financial ycar ended 30 June 2003 “ 55,000

ii) Shares issued to an employee
354700 shares volued at $53,000 were issued 1o P. Bums {Jnr) for
services provided 1o the Company - 53,000

iii} Convertible note converted to shacs - 781,250
in the year ended 30 June 2005, cenvertible notes on issue were

converled Lo ordinary shares, ander the terms of the notes, 9,765,625

shares al 8 cents were issued, (otalling $781,250.

iv) Unsecured Loan - 63,500
In the year ended 30 Junc 2005, a Director provided anr unsecured loan

to the company (0 pay prospectus and other costs. Inierest of $3,500 was

acerued to 30 June 2005,

v) Purchase of motor vehicle financed by 1.ease Coniract
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vi) Amount due from sale of eguipment to associales converied to

investment in associate 258,762 -
vii) Amount due from sale of equipment to associales converted to nen

current receivable 467,115 -
viil) Options issued to employees and consultants - 313,750

Note 7: Trade and Other Receivables

2006 2005
$ $
CURRENT
Trade reccivables (i) 22,353 5,521
Other receivables (ii) - 37,686
l.van - other catitv(iii) 500,000 -
. Less — provision for impainment on Joan (S00.000)

22.353 43207
NONCURRENT
L.oan — Associated Entity (iv) 939,087 -
Less pravision for impairment on loan (17L078) -
Other reecivables - 2420

TOR.O0Y 2,420

(i) Trade receivables arc non-interest bearing and are generally on 30-90 day terms. An allowance Tor doubtful
debls is made when there is objective evidence that a trade receivable is impaired.  The amount of the
allowance/impainnent loss has been measured as the difference between the carrying amount of the trade
receivables and the estimated future cash Nows expectad o be reccived from the relevant debtors.

(i) Other receivables are amounts due 10 be received from the Australian Taxation Office for GST Inpul Tax
Credil refund.

(iii) The loan o other entity was repayable to Ccll Aquacubture Lid on 29 January 2006. The loan is yet unpaid and
the Company is aclively pursaing repayment ol the loan. Inlerest of 10% pa is pavable on the loan.

(iv) The loan to Associated Entity is unsecured and has no set term of repayment. A provision for doubtful debls
was provided for during the vear due 1o the shortfall of net assets of the Associated Intity.

‘ Note B: Inventories
Produce on hand = a1 cost 7.685 26,235
Raw materials and stores — at cost 75887 ~
83,572 26,235
Note 9: Other Current Assets
CURRENT
Prepaid borrowing costs - 582
Prepaid prospectus and share issue cests (i) - 323,637
- 323219

(i} Share issue and prospecius costs of $322,637 incurred (o 30 June 2005 huve been offset against proceeds from
share issuc. The balance was charged to contributed equity at 25 July 2605,
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Nate 10: Investments Accounted for using the Equity Methoed

2006 2005
$ $
Interests in associated entities 525.341 -
{a) Interests arc held in the following associated entities
Name Principal Country of Shares Ownership Carrying amount of
Activities Incorporation Interest Investment
2006 2005 2006 2005
] $
Delia Aquaculture Aquaculture  Nevada, USA Ordinary 0% - 525,341 -
Serviees, 11.C
Cell Aquaculure Aquacolwre  The Netherlands Ordinary 50% - - -
Netherlands Holding BV
Barramundi Farming Aquaculre  The Netherlunds Ordinary S0% > -
Company BV
Icacell Aquasystems Aguaculture  The Netherlands Ordinary S0% * -
Furope B.V.
525344 -

* Note that Baramundi Farming Company BV and Feocell Aquasysterns Furope BY are wholly owned

subsidiaries of Cell Aquaculture Netherlands Holding 13.V.

(by Movements during, the year

Delta Aquacultore Cell Aquaculture Total
Services Netherlands
s $ $
Carrying amount at | July - - -
2005
Investments  during  the 766,138 81,367 847,505
year
Share of loss afier income {216,293) (76,484) (292,77T)
X
Share of Foreign (24,504) {4,883) (29,387
Currency Reserve
Carrying amoun{ ai 30 525,341 - 525,341
June 2006
() Summarised
Presentation of Aggregate
Asscts,  Liabilities, and
Performance of
Associales
Currenl Asscts 436,200 330,908
Noni-currcit Assels 98,547 864.843
Total Assets 1,394,747 1,195,751
Current Linbilities (141,449 (10,817)
Non-current Liabilities (2001,613) (1,356,013)
Total liabilities (343,062) (1,366,830)
Net Asscts 1,051,685 {171,079}
Revenues 10,474 -
Loss afler imcome tax of (432,584) {324,047)

associates
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(dy Share of Associates’

expenditare commitments,

other than for the supply

of inventories
Capilal commitments - -
Lease commitmenls - -

(¢} Conlingent liabilitics

of Associates - -

Note 11: Property, Plant and Equipinent

Frechold l.and IJant and
land Improvement Buildings cquipment Total
S $ 5 8 5
Year ended 38 June 2006
Opening net book vahae 579610 67,916 374,089 121,976 1,143,541
Additions - - i, 809 330,400 332,308
Disposals (579,610} (66,338) (54,011 (21,376) (721,335)
Depreciation charge for the year - {1,57%) {84.894) {70,709) (157.181)
Closing nct book value - - 237.083 360,300 597,383
At 1l July 2005
Cost or [air value 579610 82,3010 434,992 320,570 1,417,472
Aceumuiated depreciation and
Impairment - (14.384) (60,90)3) {198,595} {273,882}
Ner book value 579,610 67,816 374,089 121,975 1,143,5%0)
At 30 June 2006
Caost or fair value - - 371,699 539,541 911,240
Accumulated depreciation and
impairment - - 134.616 179.241 313,857
Net bouk value - - 237,083 360,300 597,383
Year ended 30 June 2008
Opening net book value 579,610 72,031 396,705 140,150 1,188,496
Additions - - 2,060 33,559 35,610
Depreciation charge for the vear - (4.115) (24.676) (51.734) (80).525)
Closing nct book value 579.610 67.916 374.089 121,575 1,143,590
At 1 July 2004
Cost or {air value 579.610 %2,300 432932 287,011 1,381,853
Accumuisted depreciation and
impairmem - {10.26Y) (36.227) {146.861) (193.357)
Net book vatue 579610 72,031 396705 1403, 151 1,188,496
At 30 June 2005
Cosl or fair value 579.610 82,300 434,992 320.570 1,417.472
Accuniulated depreciation and
impairment - (14.384) (60.903) (1UR,595) (273,882)
Met book value 574,610 67916 374.089 121,975 1,143,590
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Note 12: Intangible Assets

{mellectual Develupment Formaltion
property Cosls * Fxpenses Totasd
Licenses
3 b3 $ 3

At 1 July 2008
Cost (gross net book value) 330,000 569,754 1,017 SN, T71
Accumulaled amortisation and impairent

{151.250) - - (151,250)
Net book value 178,750 569,754 1,017 749,521
Year ended 30 June 2006
Opening net bouok value 178.750 569,754 1LIN7 749,521
Additions — intemal development - 462,107 - 462,107
IFormation expenses writien oft - - (L017) (L7)
Amortisation ** (33,000} - - [RERH]
Closing book value 145,750 1,031,861 - 1,177,611
At 30 June 2006
Caost {gross net book value) 330,000 1,031,861 - 1,361,861
Accumulated amostisation and impairment

(184.250) - - {184,250)
Net book value 145,750 14331.861 - 1,177,611
At July 2004
Cost {gross net book value) 330,000 202,330 1,017 533,347
Accumulated amortisation and impairment

(118,250 - - (118,250)
Net book value 211,750 202,330 1,017 415,097
Year ended 30 June 2005
Opening net book value 211,750 202,330 1,017 415,097
Additions — internal development - 367,424 - 367,424
Amaortisation ** (33,0011 - - (33,044
Closing book valuc 178,750 569,754 ) 017 749,521
At 30 June 2008
Cost {gross net book valuc) 331),(HH) 569,754 1,017 G, 7T
Accumuiated amortisation and impairment

(151,250} - - (151,250}
Net book value 178,750 569,754 1,017 749,521
¥ Capitalised development costs is an internally generated imangible asset.

¥ Amorlisation of $33,000 (2005 - $33,000) is included in depreciation and wmortisation cxpense in the

income statement,

Cell Aquaculture Ltd




Annaal Report 2006

() Impairment tests 1or intangible assets

The intangible costs carricd forward relate to he acquisition and development of the Company’s “Hatch to
Dispatch™ aquacultare systems. The recoverable amount ol development costs and intellectual property/licences
is determined based on value-in-use caleulations. These calenlations use cashilow projections based on financial
budgets approved by management covering a three-year period. The discount rale applied (o the cashilow
projection is 10.4%. Income forecasts are estimated based on anticipaied sales levels.

Note 13: Trade and Other Payuables (Carrent)

5 s

. Trade payables (i) 156,701 303,522

(i} Trade payables are non-inlerest bearing and are normally seiled on 60-00 day tenns.

Note 14: Provisions

$ 3

Employec Entitlements 25,705 4,835

The Company had 12 employees at 30 Junc 2006 (2005: 6,

Note 15: Borrowings

NOTE 2006 2005
5 $
CURRENT
Bank Owverdraft 15(a) - 210,444
Bank Loan 15(a) - 35,322
l.oan — Uinsecured 15(h) - 63,500
. l.case liability 3.517 -
3.517 309,266
NON-CURRENT
Bank Loan 15(a) - 270,448
Jecase Hability 19,839 -
19,839 270,448

(a) The Bank Loan and Bank overdrali are secured over land and buildings, and now has been repaid in {ull.

(b) Unsecured Loan
The vnsecared loan was a Joan of $60.000 at 6% p.a. from a Director to pay prospectus and other costs. 1t was

repaid in full on 5 Septentber 2005, A30 June 2005 $3,500 is secruing as interest.
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Note 16: Ceontributed Equity

2006 2005
s 3
Ordinary shares 9,543,839 4,998,494
9,543,839 4,998 494

(a) Fully paid ordinary shares carry one vote per share and carry the right lo dividends.

(b) Movements doring the period.

No. 3
Balance as ai 1 July 2004 75,468,619 3,307,200
Coenvertible notes converted to shares 5,765,625 781,250
Unsecured loans converted Lo shares 366,667 55,000
Shares issued at 15 cents cach 6,727,332 1,009,100
Shares issued 1o emplovees 354,700 53,000
Transaction costs on share issuc - (5,806)
Caosts of capital raising - issue of options - (2011,250)
Oiher adjustment 26,663 -
Closing balance at 30 June 2005 42 709,606 4,998,494
Balance as at 1 July 2005 92,709,606 4,998 494
Shares issued on 25 July 2005 pursuanl to prospectus 26 007,000 5,201,404
Transaction costs on share issue - {656,055}
AL 30 Junc 2006 118,716,606 9,543,839

(¢) Share Options

(1) 3,500,000 oplions exercisable at 20 cents on or before 1 March 2008 were issued to consultants on
March 2005, Further details are contained in Note 26.

(iiy 1n July 2005 the Company issued 3,000,000 options exercisable at 35 cents within 3 years of the dale of
issue to the non-cxcentive directors of the Company. Further delails are contained in Note 26.

No options have been exercised to the date of this report.

Note 17: Reserves and Accumulated Losses

2806 2805
3 $
(a) Reserves
Foreign Currency Transltation Reserve { Note 17(a) (i) } (29,387) -
Share Bascd Payment Reserve ( Note [ 7(a) (1)) 313,750 313.750
284,363 313,750
(i) Movements — Share Bascd Payment Reserve
Opening balance 313,750 -
Issne of 3,580,000 Options on | Mavch 2005 1o Consultants - 2031,250
Tssue of 3,000,000 Options to Directors - 112.500
Closing Balance 313,750 313,756

(i1) Movements — Foreign Currency Translation Reserve
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Opening balance - -
Currency tzanslation differences arising during the year {29.387) -
(29,187} -
(i) Nature and purpose of reserves
Foreign Currency Translution Reserve
Exchange difigrences arising on translation of the investments
in associated companies are laken to the forcign currency
| translation reserve, The reserve is recognised in the Income
| Statement when the net investment is disposed ot
‘ Share Based Payment Reserve
| The Share Based Payment Reserve is used to recognise the
‘ . fair value of oplions issued bul not excreised.
1 (b) Accumulated Losses
Balance as at | July 3,605,521 2,966,198
Net loss for the year 348,824 934,323
Balance as at 3¢ June 4,254,350 3,905,521

Note 18: Financial Instruments, Risk Management Objectives and Policies

(a} Fair Values
Set ont below is a comparison by category of carrying amounts and fuir values of all the Company’s financial
instruments recognised in the financial statements.

The fair valucs and borrowings have been calculaled by discounting the expected fulure cash flows at prevailing
interest rates.

Carrying amount Fair value
2006 20058 2006 2005
S S s $
Financial assets
Cash 2.603,345 6.602 2,605,345 6,602
Trade receivables 22,353 43,207 22,353 43,207
. Invesiments 525341 - 525 341 -

loans and (rade receivable - 768,009 - 7GR04 -
Associates
Financial Liabifitiex
On balunce sheet
Bank overdrait - 210,444 - 210,444
Trade payables 156,701 303,522 156,701 303,522
Interesi-bearing loans and
borrowings:

Other loan - 63,500 - 63,500

Floating rate borrowings - 305,770 - 305,770

Lease lisbility 23,356 - 23,356 -
OfF halunce sheer
Contingencics
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{b) Interest rate risk

The following 1able scts out the carrying amount, by maturity, of the Jinancial instruments exposed to interest
rate risk:

Year ended 30 June <| yeur 1-5 Over § Non- Tolal Weighted
2006 Years Years Interest average
bearing clfective

interest rale %

Financial Asses:

Cash 2,605,345 - - - 2,605,345 4.5

Receivables - - - 790,362 790,362 0

. Investments - - - 525,341 §25,341 4]
2,065,345 - - 1,315,703 3,921,048

IFinancial Liabilities:

Trade payables - - - 156,701 156,701 ]
Vease liability 8,128 15.228 - - 23,356 11.6
8,128 15,228 - 156,701 18,057
Year ended 30 June <Iycar I-5 Over 5 Non- Total Weighted
2008 Years Years [nterest average
bearing clfective
infcresi rate
Yo
FFinancial Assets
Cash 6,602 - - - 6.602 4.0
Receivables . - - 43207 43,207 0
Investimenis - - - - - 0
6,602 - - 43,2007 49 804
Financial Liabilitics
Bank overdrait 210,444 - - - 210,444 9.4
Trade payables - - - 303,522 303,522 {
. (hher loan 63,500 - - - 63,500 6.0
Bank loan - - 305,770 - 305,770 8.5
273,944 - 305,770 303,522 881,236

(c) Credit risk exposures

The Company has no significant concenirations of credit risk. The maximum exposure 1o credil risk at balance
dale is the carcying amount (net of provision ol doubtful debls} of those asscts as disclosed in the balance sheet
and notes to the financial statements. As the Company does not presently have any debtors, lending, significant
stock levels or any other eredit risk, a formal credit risk managentent policy is not maintained.

{d) Foreign currency risk

The company is exposed to fluctuations ie foreign currencies arising frem the sale and purchase of goods and
services in currencies other than the Company’s meagurement cureency. The Company operates internationally
and is exposed to forcipn exchange risk arising from corrency exposures to the United States Dollar and the
Luro. The Company has not formalized a toreign currency risk mimagement policy, however it monitors its
foreign currency expendire in light of exchange rate movements,
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Note 19: Commitments and Conting:ncies

(a) Finance i.case Commitments

2006
3
Future minimun payments under Finance Lease
contracts arc as follows:
Payable
- Not laler than 12 months 8,128
- Between 12 months and 5 vears 25,620
Minimum paymenls 33,748
Lcss future finance charges 10,392
23,356

(b) Operating 1.ease Commitments

Future minhnum rentals payable under non-cancelluble operating leases are as follows:

2005

2006
Y
Within one year 113,060
After one year but not more than five vears 174,166
284.1066

The Campany has entered into a lease agreement for its business premises a1 66 Bennett Avenue, Hamiiton Hili.

The lease has a term of 3 years with a § year rencwal option included in the contract,
Note 20: Related Party Disclosures

() Transactions with associated entitie:

The following table provides the total amount of transactions that were enlered into will associaled entitics for the
year ended 30 June 2006. AR transacticns are on commercial terms and no more lavouarable than those available (o
uther partics unless otherwise staled. There were no transactions with associates in the year ended 30 June 2005,

Associate Sales of Equipment Loans to Associate
S )

Delta Aguacoliare  Services, 258,763 -
LLC

Barranndi Furnming Company 449,641 939,087
Bv

2006
$

th) Directors Loans
Aggregale amounts payable to directors and (heir director-related
cntities a1 balance date:

Current liabilities
Trade paysbles — Consultancy fees owing

Trade receivables -
Associute
g
17,476

2005

- 56,303
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Unsecured loan { Note 20(c) (iii) ) - 63,500

{c) Other Transactions with key management personnel and their related entities:

Transactions between key management personnel and their related entitics are on commercial lerms no more
fuvourable than those svailable 1 other partics unless otherwisc stated.

2006 2008
$ 3
(1) During the year caded 30 June 20035 a final amount of $145,833
wits paid pursuant to the contrict Lo gequire the Insulok closed Cell
Fish Farming Technology, Inlellectus! Property and Equipment, from - 145,833
Insulok Pry Lid, a Compuny rclated to PJ Leach, and P) & W )

. Lcach.

{11) Interest was paid fo Insulok Pty L.2d on settiement of amounts
owed pursaant to the above contract. - 6,604

(iii) Interest paid to My D) Thomas on ansccured loans made by him
to the company - 3,500

Note 21: Events Afier the Balance Erate

No matters or circonstances have avisen sinee the end of the period which significantly affected or may
significanly affect the operations of the Company, the results of those operations, or the stae of affairs of the
Cowmpany in future financial years.

Note 22: Auditor’s Remuneration

The auditor of Cell Aquaculture Limited is Howarth.

2006 2005
Audit Services 5 5
Amounts reecived or due and receivable by Howarth for:
- auditing and reviewing the financial report 32,800 14,439
32,800 14,439

Other Assurance Services
- IPRS accounting services 4117 -
- other services provided by related practice of anditor - 10,782

Toml remuneralion for assurnee services 36,917 25221
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Note 23: Director and Executive Disclosures

(a) Details of Key Management Personnel
{t) Directors

Geoflrey Netl Leding Wilton Managing Direclor (Executive) — appointed 6 June 2006

Perryman James |.each Director (Non Exccutive) *

Peter Joscph Borns Dircctor (Non Executive)

David Richard Themas Director (Non Lxecutive)

Edwin 1.cith Boyd Chairman {Nen Executive) - resigned 18 October 2005

Quenton Harold ieach Altemate Dircctor for Perryman Leach ~ appointed 2 September
2005

Peter Gerard Burns Alternate director for Peter J Burns — appointed 29 September
2008

Roberl lan Stashope Sewell Chairman (Non Exceutive) — appoinied 12 December 2005

Rocky de Nys Director (Non Executive) - appointed 23 January 2006

* Note that Perryman Janes L each acted as Executive Managing Dircctor for (he period | July 2005
to § Junc 2006

(i)  Exccutives

Quenton Haretd Leach Operations Manager
Peter Gerard Burns Sales Manager

{b) Compensation of Key Management Perscnnel

2006 2008
3 $
Short-term employee benefits 611,936 376,328
Share based payments - 165,500
Post employment benefits 42,958 10,182
654.894 552,010

The Company has taken advantage of the relief provided by ASIC Class Order 06750 and has transterred the
detailed remuneration disclosures to the directors” report. The relevant information can be found in scections A-C
of the remuneration report.
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(¢) Options Holdings of Key Munagement Personnel

30 June 2006  Balance  Granted Options  Options Balance Total Total Total
1.7.05  as Remun- Excerci- Expired 30.6.06 Vested Exerci- Linexerc
Director eration sed 30.6.06 sable -isable
30.6.0¢6 30.6.06
P J l.each - - - - - - - -
I* ) Bums - 1,004,000 - - LOQUH0 1,000,000 1,000.000 -
13 R Thomas - 1,000,000 - - LOA0000 1,000,000 1,000,000 -
I L Boyd - L0000 - - L6000 * 1,000,000 1,601,000 -
R Sewell - - - - - - - -
R de Nys - - - - - - - -
. G Wilton - - - - - - - -
Other Key
Management
Personned

P (i Burns - - - - - - - -
(2 H Leach - - - - - . - .

* Represents balance held at date of nesignation

30 June 2085 Balance Granted  Options Options Balance  Total Total Total
1.7.04 3 Excerci- Expired 30.6.05 Vested Exerci- Linexere-

Director Remun- sed 30.6.05 sable isable
eration 30.6.05 30.6.05
> J Leach 3,935,000 - - (3,935,000 - - - -
P} Bums 2,814,500 - - (2,814,500) - - - -
13 R Thomas 449,600 - - {449,000} - - - -
J T Rowe - - - - - - - -
I L. Bayd - - . - - - - -

. Other Key

Management
Persannel

P (i Burns - - - - " - - -
Q N Leach - - - - - . . -

(d) Options provided as remuneration and shares issued on exercise of such options

Details of aptions provided as remunvration and shares issued on the exercise of such options, together with
terns and conditions of the options, ¢an be found in the Remuneration Report in the Directors Report.
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(¢) Sharehcldings of Key Management Personnel

30 June 20086

Director
P 1l.each
P J Burns
1) R Thomas
EL Boyd
R Sewell
R de Nys
G Willon

* Represents balanee held at date of resignation

Other Key
Management
Personnel

P G Burns

Q H Leach

30 June 2605

Director
I* ) Leach
P J Burns
13 R Thomas
J C Rowe
151 Bowd

Other Key
Managemeat
Personnel
P G Burns
Q H lLeach

Balance
1 July 2005

17,070,001
9,176,668
1,330.000

2,198,450
506,000

Balance
1 Juty 2004

17,070,001
9,676,008
1,330,000

1,843,750
500,000

Received as Net Purchased/
Remuneration (Sold)

- 150,000

- 10,000

Received as Net Purchased/
Remuneriation (Sold)

- (300,000

354,700 -

(f) Oher trunsactions with key management personnel

Other transactions with key management persored are included in Notwe 20(¢).

Balance
30 June 2006

17,070,001
9,176,668
1,480,000

10,000

*

2,198,450
500,000

Balance
30 June 2005

7,070,001

9,176,608
1,330,000

2,198,450
500,000
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Note 24: Segment Reporting
(a) Geographical Segments

€ Year ended 30 Junc 2006

Australia USA Netherlands Eliminations Total

Revenue

~ External sales 82,730 - - - 82,730

= Other segments 718,404 ~ - - 708,404
Total sales revenue 791,124 w - - 791,134
Unallocated revenue 1,860,467

. Result

Segment result (2,974,582 (216,293) (76,484) - {3.267,359)
1.oss before inceme Lax (585.758)
Income tux 236,924

expensc/benefit

l.oss aficr income lax !348,82‘))

Assets

Segment assets

(incinding carrying

value ol  investments 5,779,614 - 5779614
and loans to associates)
Total assets 5,779,614

Liabilities
Scgment liabilities 205,752 - - - 205,762
Total liabilitics 205,762

. (i) Year ended 30 June 2005
During (he year ended 30 Junc 2005 the Company operaled in one geographical segment, being Australia.
(b) Business Scgmentls

The company operates predominantly in one business scgment, being the Aquacultural indvstry.
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Note 25: Transition te AIFRS

Tor ail periods up to and including the year ended 30 June 2005, the Company prepared its financial statements
in accordance with Australian generaliy aceepted accounting practice (AGAAP). These financial statements for
the year cnded 30 June 2006 arc the fist the Company is required to prepare in accordance with Australian
equivalents to International Financial Reporting Standards (AIFRS).

Accordingly, the Company has prepared financial stafements that comply with AIFRS applicable for periods
beginning on or after 1 January 2005 and the signiticant accounting policies meeting those requirements are
described in Note 2. In preparing thesz financial statements, the Company has started from an opening balance
sheet as at 1 July 2004, the Company’s date of wansition to AIFRS, and made those changes in accounting
policics and other restatements required by AASB 1 Firer-time adoption of AIFRS.

This note explains the principal adjustiments made by the Company in restating its AGAAD balance sheet asat 1
July 2004 and its previously poblished AGAAP financial statements for the year ended 30 June 2005.

Exemptions applied
AASB 1 allows first-lime adoplers certain exemptions from the general requirement 10 apply  AIFRS
retrospectively. The Company has taken the following excmptions:

e Comparative information for financial instruments is prepared in accordance with AGAAP and the
Company has adopted AASB 132: Financial Instruments: Disclosure and Presentation and AASRE 139
Fingneial nstrumenis: Recognition and Measurement from | July 2005,

s Cumulative currency translation differences for all foreign operations are deemed to be zero as at | July
2004.

s AASE 2 Share-based Payme.at has not heen applied to any equity instraments that were granted on or
before 7 November 2002, nor has it been applied to equity instruments granted alier 7 November 2002
that vested before 1 Jannary 2005,

Explanation of material adfustments 1o the cash flow siatement
Therc arc no malerial differences betw cen the cash flow statement presented under ATFRS and the cash Now
statement presented under previcus AGAAP.
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Note 25: Transition to AIFRS (continued)

Balance Sheet retlecting reconciliatinn of adjustments te AIFRS as at 1 July 2004

Previous Adjustments on Anstraliun
GAAP introduction of Equivalents
At 1.7.2004 Australian to IFRS At
equivalents to tFRS 1.7.2004
CURRENT ASSETS 3 $ 3
Cash and cash eyuivalents 110,309 - 110,309
Receivables 53,512 - 53,512
Inventories 26,235 - 26,235
Oiher 1,082 - 1,082
TOTAL CURRENT ASSETS 191,138 - 191,138
NON CURRENT ASSETS
Receivables 2420 - 2,420
Property, plant and equipiment 1,188,496 - 1,188,496
Intangible assets 212,767 - 212,767
Development costs 971,372 (769.042) 202,330
TOTAL NON CURRENT ASSETS 2,375,055 (769.042) 1606,013
TOTAL ASSETS 2,566,193 (764,042} 1,797,151
CURRENT LIABILITIES
Payablcs 310,002 - 310,002
Interest Bearing L iabilities - - -
Other 55,060 - 55,00K)
TOTAL CURRENT LIABILITIES 365,002 - 365,002
NON CURRENT LIABILITIES
Interest bearing liabilities 1,091,147 - 1,091,147
TOTAL NON CURRENT LIABILITIES LUOE, 147 - 1,091,147
TOTAL LIABILITIES 1,456,140 - 1,456,149
NET ASSETS 1,110,044 {769.042) 341,002
EQUITY
Contributed equity 3,307 2t0) - 3,307,200
Accunmulated fosses £2,197,156) (769,042) (2,966,198)
TOTAL EQUITY 1,110,044 (769,042) 341,002
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Note 25: Transition to AIFRS (continued)

Balance Sheet reflecting reconcilintion of adjustments to AIFRS as at 30 June 2045

Previous Adjustments on Australian
GAAP introduction of Equivalents
At 30.6.2045 Australian To IFRS
equivatents to [FRS At 30.6.2005
$ ] $

CURRENT ASSETS

Cash and cash cyoivalents 6,602 - 6,602

Receivables 43,207 - 43,207

Inventeries 26,235 . 26,235

. Oiher 323219 - 323,219

TOTAL CURRENT ASSETS 399.263 - 399,263
NON CURRENT ASSETS

Receivables 2,420 - 2,420

Property, plant and eguipment 1,143.590 - 1,143,590

Intangible assets 179,767 - 179,767

Development costs 1,461,270 (891,516} 569,754
TOTAL NON CURRENT ASSETS 2,787.047 (891,516} 1,895,531
TOTAL ASSETS ' 3,186,310 (891,516} 2,294,794
CURRENT LIABILITIES

Payables 308.357 - 308,357

Inlerest bearing liabilities 3049266 - 309,266
TOTAL CURRENT LIABILITIES 617,623 - 617,623
NON CURRENT LIABILITIES

. Interest bearing liabilitics 2701448 - 270,448

TOTAL NON CURRENT LIABILITIES 270,448 - 270,448
TOTAL LIABILITIES 388.071 - BRR.O7I
NET ASSETS 2,298,239 (891,516) 1,406,723
EQUITY

Coniributed equity 5,199,744 (201.250) 4,998,494

Accumlated losses (2,901,505 (1,004,016} (3,905,521)

Reserve - 313,750 313,750
TOTAL EQUITY 2,298.239 (891.516) 1,406,723

Note 25: Transition to AIFRS (continued)
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Reconciliation of Profit or Loss for the full year fo 38 June 2005

Previous Effect of Transition to Australian
GAAP Australian Equivalents
Equivalent to IFRS 0
IFRS
NOTE $ $ $

Revenue from ordinary activities 70,747 - 70,747
Raw materials and consumables used {18,973) - {18,973}
Markeling expenses (48.556) - (48.556)
Communication cxpenses (13,939 - 113,939)
Consultancy expenses {150,036) - (150,036)
Consumibles (31,562) - {31,562)
Employee henefits expense (236,464) (112,500} (348,964}
Insurance CXpenscs (31.256) - (31,256)
Qceupancy Cosls (30,7213 - (30,721)
Professional Costs (107,756} - (107,756)
Travel Costs (11.,463) - (11,463)
Research Costs written off - (122,470 (122,474)
Diepreciation and amortisation expense (113,525) - (113,525}
Bomowing Costs expense (70,055) - (70,0585)
Other expenses from ordinary activitics (72,448 - (72,448)
Profit/(loss Yfrom ordinary activities
before Income Tax Expense/ Benefit {(866,007) {234.974) (1. 104,981)
Income tax benelit relating o ordinary 161,658 - 161,638
aclivities
Net profit{less) from ordinary activities
afler income tax expense attributed 10
members of the company {(704,349) (234,974) (939,323}
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Note 25: Transition to AIFRS (continued)

Outlined below are the arcas impacted upon adoplion of AIFRS, incloding the financial impact on equity and net

loss.
Item AGAAP AIFRS impuct
Intangible | Research & | Under AASB 138 fmtangible | Fauiny  m ransition:  Decrease 1o
assels Development Asvers, researeh expendifure is | intangible assets of  $769.042, being
expenditure was | o be cxpensed. Development | rescarch costs expensed.
carried forward 1o the | phase can be capitalised when
exient that the crsts | certain criteria are met, as sct | Fguity at 30 June 2005 Decrease to
are expected beyond | outin AASE 138, intangible assets of $891.516, being
reasonable doubt o be rescarch costs expensed.
recoverable.
Losy for 30 June 2005 Increase in Joss
by $122.474.
Share- Share-based payments | AASIE 2 Share-based Payiments | Equity af transition: No eflect.
based were not required to | requires entitics o recognise an
payments be expensed. expense in refation to shares, | Fyuity at 30 June 2005 Drecrease o

options,  and
instraments
vmplayces
directors).

other  cquity
provided Lo
tincluding

These  share-based  payment
transactions must be fair valeed
at granl date and recognised as
an expense o profit or loss
evenly over the vesting period.

An adjustment was requived Lo
recoghise  oplions  issued o
consuftants and  Dircctors  for
the year ended 30 June 2005.

retained camings of $112,500, decrease
to contributed equity of $201,250 and
ingrease  to oplion  issue
£313,750. Net effecl s zero.

reserve  of

Loss for 310 June 2005: Increase in loss
of $112,500.

Note 26: Share-Based Payments

(a) Directers Options
The Company provides benefits to cmployees (including dircctors) of the Company in (he furm of share-based
payment transactions, whereby options te acquire ordinary shares arc issued as an incentive to improve Director
and sharchelder goal congrucnce. Al options granted during the year have an cxercise price of 35 cents. The
options granted have an excreise date of prior 1o July 2009,

Options granted carry no dividend oc voling rights. When exercisable, cach option is convertible into onc
ordinary share of the company with full dividend and voting rights.
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Set out below are summaries of the oplions granted:
Consolidated and Parent Enfity

2006 2008
Weighted Weighted average
Number of average exercise Number of  exercise price
options price cents options cents
Outstanding at the beginning of the year 3,000,000 35.0 - -
Granted - - 3,000,000 35.0
Forfeited . - - -
lxerciscd “ - - -
Expired - - - -
Qutstanding at year-cnd 3,0, 000 350 3,000,010 35.0
IExereisable at year-end 3,000,000 35.0 3,004,000 35.0

The weighted average remaining contractual life of share oplions outslanding at the end ot the period was 1,17 years, and
all opfions had an exercise price of 35 cents. The opliens were approved 1o be issued fo Directors in December 2004,
However, they were issbed in July 2005 following the listing by the company on the Australian Stock Exchange. Expenses
arising rom the issue are reflected in the lncome Statement in the year ended 30 June 2005, The weighted average fair
value of the opticns granted was 3.75 cenlts per option.

(b) Share Issue to Key Management Personnel

In the year ended 30 June 2005 a remuncration bonus of $53.000 was paid 1o Mr P G Burns for his performance and
commitmenl 1o the company. The bonus was satisficd by the issue of shares in the company al un issue price of 15 cents
cach, being the considered market value of shares at the issue date.

{c) Option Jssue 10 Consultants

In the year ended 30 June 2003 3,200,000 options cxercisable gl 20 cents on or before | March 2008 were issued 1o
consultants to salisfy share issue costs. The weighted average fair value of the options granted was 5.75 cents per oplion,
totalling $201,250.

(d) Calculation of fair value of optinns

The weighted average fair valuc of the options issucd 1o consultants and directors was calculated by using the Black-
Scholes Earopean Option Pricing Model applying the [ollowing inpuls:

Directors Oplions LCong ts Options
Weiglied average excrcise price (cenis) 35.0 20.0
Weighted average life of the option (vears) 1.50 1.50
Weighted average underlying share price (cents) 15.0 15.0
Ixpected dividend rate Ni Nil
Expected share price volatility 100% . 100%
Risk free interest rate 5.08% 4.95%

Historical volatility has been the basis Tor determining expected share price volatility as it assumed that this is indicative of
future tender, which may not eventuale,

The life of the options is based on historical exercise patierns, which may nol cvemuate in the future,

{e) Expenses arising from share-based payment transactions -

Total expenses arising from share-based payment transactions recognised during the periad were as foltows:

2006 2605

% $
Options issued 1o Dircetors - 112,500
Shares issued w0 PG Burns - 53.000
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Directors® Declaration

In accordance with a resolution of the directors of Cell Aquaculture Limited., | state that:

1. In the opinion of the directors:

(a)  the financial statements and notes of the company are in accordance with the
Corporations Act 2001, including:

(i) giving a true and fuir view of the company’s and consolidated entity"s financial
position as at 30 June 2006 and of their performance for the year cnded on that date;
and

(ii) complying with Accounting Standards and Corporations Regulations 2001 ; and

(b)  there are reasonable grounds to believe that the company will be able to pay its debts
as and when they become due and payable.

(c) the audited remuneration disclosures set cut in the Directors’ Report comply with
Accounting Standards AASB124 Related Party Disclosures and the Corporations
Regulations 2001.

b2

This declaration has been made after receiving the declarations required to be made to
the directors in accordance with sections 295A of the Corporations Act 2001 for the
financial period ending 30 June 2006.

On behalf of the Board

Y e
Geoftrey Leding Wilton

DIRECTOR

Dated at Perth this 29th day of September, 2006.
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